c. 

IL6 

UDCO 

2000-    2001 


Stacks 


* 


it  mii< 


<  '      g     i     1 


Urbana-Champaign  Campus 


m 


University  of  Illinois 

Chicago  •  Springfield  •  Urbana-Champaign 

Annual 
Financial  Report 

Fiscal  Year  2001 


Chicago  Campus 


n 


i    •  ?TJ 


,.fi" 


Springfield  Campus 


tjMV§6§iTY  of 

AT  U*BAN>  *  C>+t®4t*AtQkl 


til; 


■ 


Table  of  Contents 


Board 


Officers 


Board  of  Trustees 

One  University 

Message  from  President  James  J.  Stukel 

Dividends  of  Technology 

Message  from  Vice  President  for  Administration,  Comptroller  Craig  S.  Bazzani 

University  in  Financial  Review 
Financial  Position 
Financial  Performance 
Private  Financial  Support 
Physical  Resources  and  Debt  Coverage 
On-Campus  Headcount 
Staff  and  Student  Data 

Audited  Financial  Statements 

Independent  Accountants'  Report 

Combined  Balance  Sheet  . ,  ,,    ,.  a,^„Wi=v 

•   ;       •    -•*,#  •  ,/*:   ■  j 

Combined  Statement  of  Changes  in  Fund  Balances  (Deficit)         ,         •    . 

Combined  Statement  of  Current  Funds  Revenues,  Expenditures,  and  Other  Changes 

j  ►  '       "^f, ■*£-*.,    •      r  ./"#•  **  •*   ■ 
Notes  to  Combined  Financial  Statements     /■'-' 

Supplemental  University  Related  Organization  Information 
Combining  Balance  Sheet 

Combining  Statement  of  Changes  in  Fund  Balances  (Deficit) 
Combining  Statement  of  Current  Funds  Revenues,  Expenditures,  and  Other  Changes 


immntmtfapjm 


12 
13 
14 
15 
16 
18 


21 
22 
24 
28 
32 


41 
42 

43 


Gerald  W.  Shea,  Chair 

Lester  H.  McKeever,  Jr.,  Treasurer 

Craig  S.  Bazzani,  Comptroller 

Thomas  R.  Bearrows,  University  Counsel 

Michele  M.  Thompson,  Secretary 

Administrative 


Officers 


James  J.  Stukei 

President 

Michael  B.  Provenzano 

Senior  Associate  Vice  President 
for  Business  and  Finance 

Sally  A.  Pelg 

Director  of  Financial  Services 

Richard  0.  Traver 

Executive  Director  of  University  Audits 

Sylvia  Manning 

Chancellor,  University  of  Illinois 
at  Chicago 

Thomas  L.  Gardner 

Assistant  Vice  President 
for  Business  and  Finance 
at  Chicago 

Richard  D.  Ringeisen 

Chancellor,  University  of  Illinois 
at  Springfield 

John  Conner 

Assistant  Vice  President 
for  Business  and  Finance 
at  Springfield 

Nancy  E.  Cantor 

Chancellor,  University  of  Illinois 
at  Urbana-Champaign 

Katharine  J.  Krai 

Assistant  Vice  President 
for  Business  and  Finance 
at  Urbana-Champaign 


Board  of  Trustees 


By  establishing 
university  policies, 
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One  University — Three  Campuses 


serving  the  people  of  Illinois 


For  the  first  time  this  fall,  freshman  students  are  attend- 
ing the  University  of  Illinois  at  Springfield,  a  667-acre 
campus  in  the  state  capital.  It  already  is  noted  for  the 
excellent  teaching  and  professional  development  it 
offers  to  its  upper-division  and  graduate  students,  and 
the  addition  of  freshmen  (and  sophomores  in  2002) 
marks  its  transition  to  a  more  traditional  university.  As 
the  smallest  of  the  three  Ul  campuses,  UIS  offers  a 
personalized,  top-quality  education  and  the  benefit  of 
academic  ties  with  the  capital  city.  It  has  notable 
programs  in  business,  human  services  and  public  affairs, 
and  a  fast-growing  Web-based  degree  program. 
http://www.uis.edu 


The  University  of  Illinois  at  Chicago  is  a  nationally  recognized 
urban  university  within  walking  distance  of  the  Loop  in  the  heart  of 
Chicago.  Award-winning  faculty  on  the  campus  teach  more  than  90 
degree-granting  programs,  with  exceptional  strengths  in  medicine, 
pharmacy  and  engineering.  UlC's  medical  school,  the  largest  in  the 
United  States,  is  the  bedrock  for  biomedical  research  and  commer- 
cial innovations.  Renowned  for  its  ethnic  and  economic  diversity, 
UIC  offers  a  vigorous  academic,  social  and  cultural  milieu  for 
incoming  students,  graduates  and  professionals. 
http://www.uic.edu 


The  University  of  Illinois  at  Urbana-Champaign  is  consis- 
tently ranked  in  the  top  10  public  universities  in  the  nation. 
Indeed,  the  intellectual  talent,  scholarly  study  and  interdisci- 
plinary research  that  goes  on  within  its  labs  and  offices  and 
lecture  halls  rank  it  among  the  best  universities  in  the  world. 
Its  37,000  students  benefit  from  diverse  programs  and 
nationally  acclaimed  faculty  who  bring  real-world  experience 
into  the  classrooms.  UIUC  is  the  largest  public  university  in 
the  state,  with  top-ranked  programs  in  agriculture,  business, 
communications,  engineering,  liberal  arts,  library  science 
and  more.  It  has  graduated  Nobel  laureates  and  Pulitzer 
Prize  winners,  and  has  successfully  transferred  its  leading 
product  -  knowledge  -  into  the  business  and  technology 
sectors. 
http://www.uiuc.edu 


President's 


Message 


I  am  proud  to  present  the  University  of  Illinois  Financial  Report  for  Fiscal  Year  2001  on 
behalf  of  the  Board  of  Trustees,  faculty,  students  and  staff.  Besides  information  about 
the  University's  financial  position  and  performance  for  the  fiscal  year  ended  June  30, 
2001,  the  report  includes  some  interesting  examples  of  the  kinds  of  research  under 
way  on  our  campuses,  and  how  this  work  ultimately  results  in  discoveries  and 
inventions  that  benefit  the  people  of  Illinois. 

For  134  years  the  University  has  successfully  pursued  its  mission  as  one  of  the 
nation's  original  land-grant  institutions  to  provide  top-quality  education,  trend-setting 
research  and  public  service  programs  that  benefit  and  broaden  the  experiences  of  the 
citizens  of  Illinois  in  everything  from  the  arts  to  health  to  housing. 

That  the  University  is  successful  in  its  mission  is  because  of  the  people  within  it.  The 
acclaimed  faculty  at  our  campuses  in  Chicago,  Springfield  and  Urbana-Champaign, 
and  at  our  regional  health  sciences  programs  in  Peoria  and  Rockford  and  Urbana, 
attract  not  only  bright  undergraduate,  graduate  and  professional  students  -  some 
65,000  of  them  —  but  also  more  than  $420  million  in  federal  and  private  research 
support  each  year.  The  campuses  serve  thousands  of  lllinoisans  through  more  than 
600  public  service  programs  and  a  trend-setting  online  program.   Nearly  17,000 
dedicated  staff  members  work  tirelessly  toward  the  smooth  functioning  of  these 
programs  and  of  the  University  itself. 

Just  as  the  University  has  a  rich  history  and  tradition  in  the  disciplines  of  agriculture 
and  engineering  and  medicine,  the  eyes  of  the  world  look  to  the  University  for  its 
leadership  in  this  new  technological  age. 

From  the  birth  of  the  old  vacuum  tube  mainframe  computers  to  the  creation  of  virtual 
reality  medical  labs  that  train  surgeons,  great  innovations  have  been  made  on  our 
campuses.  Some  of  the  discoveries  made  at  the  University  have  been  transferred  to 
private  industries,  resulting  in  pharmaceuticals  and  industrial  inventions  that  already 
are  changing  and  improving  the  quality  of  life  in  this  new  century.  The  work  on  our 
campuses  is  so  vital  and  covers  such  a  broad  range  of  disciplines  that  the  University 
receives  more  than  five  times  the  federal  research  dollars  invested  in  the  other  Illinois 
public  universities  and  colleges  combined.  In  August  2001,  the  National  Center  for 
Supercomputing  Applications  at  Urbana-Champaign  received  half  of  a  record-setting 
$53  million  grant  from  the  National  Science  Foundation  to  create  the  most  powerful 
computer  system  ever. 

On  the  next  few  pages,  you  will  learn  about  some  of  the  fascinating  work  done  on  our 
campuses.  These  examples  represent  the  work  of  a  few  of  the  talented  men  and 
women  of  the  University  who  work  with  many  dedicated  students  to  solve  the  riddles 
and  puzzles  and  problems  that  face  society.  These  accomplishments  will  help  you 
understand  why  more  than  87,000  faculty,  staff  and  students  and  nearly  a  half-million 
alumni  take  such  pride  in  their  ties  to  the  University  of  Illinois. 

It  is  that  remarkable  ingenuity  within  the  rich  intellectual  environment  of  the  Univer- 
sity that  makes  it  one  of  the  best  universities  in  the  world. 
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James  J.  Stukel,  President 
September  14,  2001 
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As  life  pets  easier. 


better,  faster,  healthier  and  longer,  technology  developed  at  the  University  of  Illinois  plays  an 
important  role.  Whether  surfing  the  Web  or  picking  up  prescription  drugs  that  fight  the  latest 
virus,  we  all  benefit  from  the  inventions  and  discoveries  of  men  and  women  at  the  University 
of  Illinois.  Encore!  showcases  a  few  of  the  exciting  innovations  at  our  Chicago,  Springfield  and 
Urbana-Champaign  campuses.  You  can  see  for  yourself  the  breadth  of  work  being  done  by 
the  scientists  and  engineers  who  are  striving  to  improve,  enrich  and  extend  our  lives. 
^  Wisely,  taxpayers  have  invested  in  the  University,  and  for  134  years  it  has  been  one 

^^^^  of  the  best  educational  and  research  institutions  in  the  nation.  Our  relentless 

pursuit  of  the  best  technologies  continues  to  pay  tremendous  dividends. 
Life  is  just  a  little  better.  And  tomorrow,  even  brighter. 
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Tomato  juice  may  be  the  newest  weapon  to 
protect  infants  and  toddlers  from  the  serious 
respiratory  virus  RSV.  More  than  100,000 
infants  are  hospitalized  in  the  U.S.  each  year 
from  the  highly  contagious  disease,  and  about 
4,500  die.  Professor  Schuyler  Korban's  research 


plant  that  produces  fruit  containing  an  RSV- 
fighting  vaccine  that  can  be  given  orally,  rather 
than  by  injections. 


Now  ear  this! 


.   I 


A  hearing  aid  developed  at  Urbana- 
Champaign  is  so  good  at  filtering  out 
annoying  background  noises  it  is  called  an 
"intelligent"  hearing  aid.  People  wearing  it 
will  be  able  to  zero  in  on  the  sounds  that 
they  want  to  hear,  rather  than  a  chorus  of 
background  noises.  Dr.  Albert  Feng  carr a 
with  the  concept  after  determining  ho 
frog  can  tune  into  the  "ribbit"  of  a  sped 
frog  from  among  hui 
of  other  croaking  frogs. 
The  device  is  being 
miniaturized  and  Feng 
predicts  the  hearing  aids  will  be  1 
in  the  marketplace  in  two  to  three 
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Stars  of  the  buffet  table. 


Sen  used  to  be  the  little 
Iv.uin  that  evoked  blank 
stares  or  wrinkled  noses. 
But  these  days  soy  is  .1 
featured  ingredient  in  foods 
that  arc  t.M\  and  good  tor 
the  heart,  too.  The  Food 
and  Drug  Administration 
announced  this  year  that 
soy  can  reduce  the  risk  of 


heart  disease  when 
included  in  a  diet  low  in 

saturated  tat  and  choles- 
terol, due  to  research  at  the 
College  ot  Agricultural, 
Consumer  and  Environ- 
mental Sciences  .it 
Urbana-Champaign.  As 
little  as  20  grams  ot  soy  a 
day  will  lower  cholesterol 


levels,  according  to  the 

FDA.  Soy  is  in  foods  that 
range  from  muffins  to  ice 
cream  to  hones -roasted 

nuts  to  soy-injected  hams 

and  roasts. 


Stretching  the  supersonic  envelope. 
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Professoi  Eric  Loth  ol 
l  1 1.111,1  ( lhampaign  is 
i  collaborating  on  the 
l  iroje<  1  with  aeronautic  il 
•  1  Irbana 

(   h. imp. uen,  NASA,  the 
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Abe  in  a  box. 

Abraham  1  in<  oln's  days  as 
,1  horsebac  k  riding  law  yei 
have  been  doc umented 
.u-\A  i  ompiled  into  a  boxed 
sei  ol  DVD  ROMs,  ["he 
Spi  ingfield  1  ampus  and 
1  lu  Illinois  Historic 
Presen  ation  Agent  y  co 
sponsored  the  1  an  "In 


Legal  Papers  Projec  1,  a 
1  5  year  effort  thai  sent 

stall  to  88  Illinois 

1  oiml\  C  0111  ihouses.  I  'IS 

researc  hers,  like  John 

I  upton,  uncovered 
hundreds  ot  ne\  ei 
before  seen  A^k  uments 

I I  > mi  I  inc  oln's  legal 


career.  This  is  the  firsi 
historical  documentary 
editing  project  to  use  DVD 
tec  hnology.   A  traditional, 
loin  \  olume  hardc  o\  ei 
edit  ion  is  in  the  works  foi 

Z006. 


No  more  needles. 

Daily  insulin  injections 
could  disappear  because 
of  a  new  technique  that 
combines  microchip 
technology  and  biology. 
Dr.  Tejal  Desai  of  the 
UIC  Department  of 
Bioengineering  has 
developed  an  implantable 
biocapsule  that  delivers 


insulin  to  precise  locations 
in  the  body.  The 
biocapsule,  which 
functions  like  a  pancreas, 
is  protected  from  the 
body's  immune  system 
because  the  insulin  is 
secreted  out  of  pores  so 
small  that  the  larger 


antibodies  can't  get  in. 
Dr.  Desai's  innovative 
work,  a  collaboration 
with  researchers  at  Ohio 
State  University,  is  so 
promising  that  it  already 
has  been  licensed  by  the 
drug  delivery  company, 
iMEDD,  Inc. 


Click  into  the  fast  lane. 

Drivers  in  northeastern 
Illinois  can  check  up-to-the- 
minute  traffic  conditions, 
expressway  travel  times  and 
construction  information  at 
www.travelinfo.org.  This 
Web  site,  which  gets  five 
million  hits  a  month,  was 
created  at  UIC's  Artificial 
Intelligence  Laboratory. 
Researchers  developed 
software  and  hardware  that 


combine  transportation 
information  from  many 
sources  into  maps  that  are 
automatically  updated 
every  minute  on  the  Web 
site.  Officials  monitor  and 
manage  traffic  with  it  and 
the  media  use  it  for  traffic 
reports.  The  Illinois, 
Indiana  and  Wisconsin 
transportation  depart- 
ments sponsor  the  project. 


The  ride  of  your  life! 

Visitors  to  the  new  Hayden 
Planetarium  in  New  York 
City  can  travel  the  universe 
to  see  the  Big  Bang  and 
other  space  wonders, 
thanks  to  technologies 
developed  at  the  National 
Center  for  Supercomputing 
Applications  at  Urbana- 
Champaign.  The  animated 
film  was  created  in  part 
with  software  called  Virtual 
Director,  which  also  was 


used  to  create  parts  of  a 
recent  episode  of  Nova 
on  PBS  called  "Runaway 
Universe."  Donna  Cox, 
an  NCSA  researcher  and 
a  professor  in  the  School 
of  Art  and  Design,  and 
NCSA  researchers 
Robert  Patterson  and 
Stuart  Levy  were  among 
those  who  created  the 
software. 


Zoloft6  or  Zocor"? 

Thousands  of  drugs 
with  confusing  look- 
alike  and  sound-alike 
names  account  for  one- 
fourth  of  all  reported 
medication  errors  in 
the  U.S.  Dr.  Bruce 
Lambert  of  UIC  has 
developed  a  computer 
program  that  helps 
solve  this  problem. 
The  proposed  name  for 
a  new  drug  is  entered 
into  the  program, 
which  searches 


The  robotic  doctor  is  in. 


databases  for  drug 
names  with  similar 
spellings  and 
pronunciations.  If  the 
results  show  a  high 
probability  for 
confusion,  a  different 
name  can  be  chosen. 
The  U.S.  Adopted 
Naming  Council  and 
the  Institute  for  Safe 
Medication  Practices 
have  used  the  program 
to  screen  proposed 
drug  names. 


When  Dr.  Santiago 
Horgan  performed 
the  first  robotic- 
assisted  laparoscopic 
surgery  in  Illinois,  he 
removed  a  patient's 
gall  bladder  from 
across  the  room. 
Soon  he  and  other 
doctors  at  UIC  will 
operate  on  patients 
thousands  of  miles 


console,  away  from 
the  patient,  where 
they  manipulate 
controls  that  translate 
their  hand  movements 
into  the  movements  of 
tiny  robotic  surgical 
instruments  inside  the 
patient.  UIC  will  be 
only  the  second  site  in 
the  U.S.  to  provide 
training  on  the 


away.  Surgeons  direct      robotic  system, 
the  procedure  from  a 


Smile,  you  pest. 

When  .1  strange  weed 
i-  choking  the  life  out 
of  the  tomato  plants, 
help  is  iust  a  mouse- 
click  away.  Now 
equipment  added  to 
University  of  Illinois 
Extension  offices 
around  the  state  can 
take  a  digital  picture 
of  questionable  weeds 
or  pests  and  send  the 


image  electronically  to 
specialists  at  the  Urbana- 
Champaign  campus  tor  a 
quick  response.  The 

Digital  Diagnosis  sen  ice 
is  available  at  most  of  the 
Extension  offices,  and 
many  of  the  samples  are 
diagnosed  the  day  they 
are  submitted.  Find  your 
local  Extension  office  at 
web.aces.uiuc.edu/ve/ 


Share  and  share 

Doctors,  physicists  and 
engineers  all  over  the 
world  soon  will  be  able 
to  share  information 
over  the  Internet  in 
ways  never  before 
possible.  Researchers  at 
the  National  Center 
for  Data  Mining  at 
U1C  have  developed  a 
new  protocol,  Data 
Space  Transfer 
Protocol,  which 


alike. 

standardizes  the  way 
data  are  exchanged 
online.  For  the  first 
time,  data  can  he 
downloaded  from 
different  sites  and  in 
different  formats  and 
analyzed  in  real  time. 
The  software  and  a 
sample  demonstration 
are  free  to  the  public  at 
www.daraspaceweb.net. 


Look  at  that  smell! 

I'll 

.Viih 


The  better  to  see  you  with. 


K  ess,  u  hit  h  i  ould  be 
used  i' i  in.  nil  .i  fat  i<>i\ 

i   letect  toxic  i  dors. 

nl  I  1 1  in  \. .in 

r  to  tell  you  when 


tell 


W  lull 


A  one-of-a-kind  technology 

de\  eloped  .11  [he  UIC  Low 

Vision  Laboratory  helps 
people  wnh  degenerat i\ e 
eye  diseases  see  better, 
I  hese  diseases  often  result 
m  the  gradual  loss  of  critic  al 
.He, is  oi  \  ision,  leaving 
sin, ill,  health}  areas  ol  I  he 

fl    HI  LI    llllll. II  IIH'd 


Now  patients  can  be  trained 

t,i  make  the  best  use  of  lhal 

remaining  \  ision  w  uh  a 
s\  stem  i  ailed  tunc  i  ional 

ink  lopei  mien  \,  w  bu  h 

identifies  the  areas  of  the 

lei  m.i  that  .ue  s|  ill  !mu  I  ion 

in-  With  i  hat  informal  ion, 

I  he  pal  lenl  <.  an  leal  n  lo  use 

the  healthy  pan  of  the  eye 


A  brave  new  color. 

When  corn  is  processed  to 
make  ethanol,  that  bright 
golden  color  is  destroyed. 
But  the  yellow  is  due  to 
xanthophylls,  which  can 
deter  cataracts,  slow 
blindness  in  the  elderly  and 
may  be  a  weapon  in  the 
fight  against  breast  cancer. 
These  valuable  compounds 
are  now  being  sold  as 
dietary  supplements  and 
included  in  multivitamins 
like  Centrum  Silver. 


Currently,  the  xanthophylls 
come  from  harvesting 
marigolds,  but  Food  and 
Biochemical  Engineer 
Munir  Cheryan  at  Urbana- 
Champaign  has  developed 
a  process  for  extracting 
them  from  corn.  Cheryan 
says  someday  the  yellow  in 
corn  may  be  the  most 
coveted  part  of  the  kernels. 


See  and  do. 

Students  at  a  suburban 
Chicago  elementary 
school  learn  that  the 
world  is  round  by 
circumnavigating  the 
globe  in  a  spaceship. 
Their  school,  Lincoln 
Elementary  in  Oak 
Park,  is  one  of  the  first 
in  the  country  to  house 
a  virtual  reality 


installation  called  an 
ImmersaDesk  -a 
technology  developed 
at  the  UIC  Electronic 
Visualization 
Laboratory.  Students 
wear  special  goggles 
to  view  three- 
dimensional  images 
and  use  a  wand  to 
interact  with  the 


virtual  environment. 
Early  reports  show  that 
children  who  scored 
below  average  in 
understanding  basic 
science  advanced  to  the 
average  class  level  with 
3-D  learning. 


It  IS  rocket  science. 

Rocket  scientist 
Michael  Heath  and  his 
colleagues  can  study 
the  burn  of  the  space 
shuttle's  two  booster 
rockets  without  ever 
visiting  the  launch  pad 
at  the  NASA  Kennedy 
Space  Center.  Heath 


and  colleagues  at  the 
Center  for  Simulation  of 
Advanced  Rockets  at 
Urbana-Champaign  use 
computers  to  determine 
how  the  solid-propellant 
rockets  fire  under  normal 
and  abnormal  conditions. 
The  center  is  a  leader  in 


this  new  world  of 
modeling  and  simulation, 
which  will  be  used  to 
design  new  launch 
vehicles  and  to  ensure 
that  the  propellants  are 
sate  and  reliable. 


Encore!  Dividends  of  Technology  was  produced  by  the  University  Oftice  of  Public  Affairs,  with  the  cooperation  of  the  public  affairs  office  at  the  Chicago,  Springfield  and  Urbana-Champaign  c 
photographyJhompson-McClellan  Photography,  Roberta  Dupuis  Devlin.  Grant  Therkildsen,  Don  Hammerman  and  Jim  Frost  (reprinted  with  special  permission  from  the  Chicago  Sun-Times,  I 
equal  opportunity,  affirmative  action  institution  UOPA  3/01,  20M 


uses  Executive  editor,  Lex  Tate,  writers  Becky  Mabry  and  Mary  Frega; 

=  2001),  design,  Richard  Harrison  Bailey/The  Agency  TheUniversity  of  Illinois  is  an 


Message  from  the 


Vice  President  for  Administration,  Comptroller 
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I  am  pleased  to  present  the  Annual  Financial  Report  of  the  University  of  Illinois 
for  the  fiscal  year  ended  June  30,  2001 .  The  University  continues  to  portray 
positive  growth  in  revenue  and  fund  balance.  As  I  enter  my  final  year  as  Vice 
President  for  Administration  and  Comptroller,  I  reflect  on  the  exceptional 
growth  of  this  institution  in  the  past  twenty  years  and  note  some  of  factors  that 
contribute  to  that  growth. 

In  1982,  our  revenues  were  approximately  $.75  billion,  today  they  exceed  $2.5 
billion,  growth  of  greater  than  three  times.  More  importantly,  our  sources  of 
revenues  have  shifted  considerably  over  time.  In  fiscal  year  1982,  state  appro- 
priations, including  appropriations  to  other  state  agencies  which  benefit  the 
University,  made  up  approximately  47%  of  our  revenue  and  in  fiscal  year  2001 
this  revenue  source  is  approximately  35%  of  our  total  revenue.  The  revenue 
source  with  the  steadiest  growth  since  1982  has  been  gifts,  grants  and  contracts 
increasing  by  greater  than  three  and  one  half  times. 

The  growth  in  research  dollars  supports  the  recent  emphasis  on  our  research 
and  development  capabilities  and  the  attention  being  given  to  the  University's 
economic  development  mission,  i.e.,  the  development  of  products  and  services 
for  the  marketplace.  The  University's  commitment  to  economic  development 
has  resulted  in  the  construction  of  research  parks  at  the  Urbana  and  Chicago 
campuses.  The  parks  provide  subsidized  rent  and  services  to  assist  these 
emerging  technology  firms  at  the  initial  stage  of  their  business  development. 

The  University  has  recognized  the  importance  of  these  new  initiatives  in  their 
administrative  structure  as  well.  The  position  of  Vice  President  for  Economic 
Development  and  Corporate  Relations  was  added  to  the  President's  senior  staff 
to  coordinate  and  manage  the  University's  technology  commercialization  and 
related  economic  development  initiatives.  This  administrative  change  supports 
the  University's  commitment  to  the  economic  development  mission  and 
recognizes  this  new  element  as  an  addition  to  the  University's  traditional 
mission  of  instruction,  research  and  public  service. 

The  Ul  -  Integrate  Project  is  an  initiative  to  replace  existing  mainframe  legacy 
systems  with  state  of  the  art  technology  in  order  to  increase  availability  of  data 
and  encourage  best  business  practices.  Over  the  next  several  years,  the 
University  will  be  replacing  its  existing  student,  business  and  finance,  and 
human  resource  system  applications.  This  initiative  will  arm  administrators  with 
the  information  necessary  to  make  timely,  informed  and  more  cost  effective 
decisions. 

During  my  term  we  experienced  growth  of  the  University  by  the  addition  of  a 
third  campus.  As  the  result  of  legislation,  Sangamon  State  University  became 
the  University  of  Illinois,  Springfield.  We  are  expanding  the  curriculum  from  a 
two  year  senior  undergraduate  program  to  a  four  year  undergraduate  program. 
This  change  called  for  expansion  of  the  physical  facilities  used  to  house  stu- 
dents and  other  facilities  ancillary  to  student  life. 


The  dramatic  expansion  of  the  University's  physical  assets  is  demonstrated  by  the  growth  in 
the  book  value  of  the  physical  facilities  at  our  three  campuses  from  $.69  billion  in  fiscal  year 
1982  to  the  current  book  value  of  Si. 9  billion.  The  replacement  value  on  these  facilities  is 
greater  than  $5  billion.  This  growth  can  be  attributed  in  part  to  a  very  successful  Campaign 
Illinois,  the  capital  campaign  which  accounted  for  donations  of  greater  than  Si  .5  billion.  In 
addition,  the  construction  of  new  research  and  student  related  facilities  funded  by  various 
internal  and  external  sources  has  been  on  the  rise  over  the  past  two  decades. 

While  we  are  proud  of  our  past  growth  and  accomplishments,  we  are  embarking  on  a  very 
bright  future  with  several  diverse  but  equally  important  agendas.  Strong  and  bright  leadership 
will  take  us  into  the  future  with  as  much  success  as  we  have  experienced  in  the  past  twenty 
years.  In  order  to  assure  the  quality  of  future  leadership,  we  have  committed  to  a  strategic 
initiative  that  emphasizes  the  professional  development  of  our  internal  staff.  The  University 
Administration  Fellows  Program  is  a  professional  development  program  for  employees 
aspiring  to  middle  and  executive  level  higher  education  administrative  positions.  It  is  an 
attempt  to  train  as  well  as  retain  our  brightest  and  best  to  lead  us  into  the  future. 

I  am  confident  that  the  University  is  on  the  right  course  to  ensure  success  in  the  area  of 

research  and  economic  development  while  maintaining  the  strong  tradition  we  have  built  in 

teaching,  research,  and  public  service.  I  will  continue  to  have  my  eye  on  the  future  growth  A"nu' 

and  success  of  this  great  University.  2001 


^7^./%?~~ 


Craig  S.  Bazzani 
September  14,  2001 
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Financial  Position 


Fiscal  Year  Ended  June  30,  2001 
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Assets 


Cash  and  Investments 


Receivables 


Inventories  and  Other  Currents  Assets 


Land  and  Land  Improvements 


Buildings 


Equipment 


TOTAL 


$   millions 


$    2,135.6 


$    1,446.7 


$    5,152.1 


16% 


5% 

Liabilities  and  Fund  Balances 

4%  S  millions 


Payables  and  Other  Current  Liabilities 


Accrued  Compensated  Absences 


Reserve  for  Self  Insurance 


Bonds  and  Leaseholds  Payable 


WIWiHi'liH5 


aiances 


Loan  and  Endowment  Fund  Balances 


Plant  Fund  Balances 


$      238.8 


$    3,358.4 


Total 


$    5,152.1 


Financial  Performance 


Fiscal  Year  Ended  June  30, 2001 


Sources  of  Current  Funds 


State  Appropriations 


Gifts,  Grants,  and  Contracts 


Hospital  and  Other  Medical  Activities 


Auxiliary  Enterprises  and  Independent  Operations 


Departmental  Activities 


TOTAL 


$   millions 


11% 


15% 


9% 


$    2,590.7 


18% 


10% 


6% 


29% 


26% 


Uses  of  Current  Funds 


Instruction 


Research 


Support  Services 


Hospital  and  Other  Medical  Activities 


Public  Services 


Auxiliary  Enterprises  and  Independent  Operations 


Scholarships  and  Fellowships 


Plant  Operations  and  Maintenance 


TOTAL 


millions 

13 
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$    2,494.2 


Private  Financial  Support 


Endowments  and  Gifts  for  Current  Programs 


Vital  Asset: 
ENDOWMENT 


Endowed  funds  provide  a  stable 
financial  base  for  the  support  of  our 
programs.  This  support  allows  the 
University  to  achieve  a  level  of 
excellence  that  continues  to  rank  it 
among  the  best  in  the  nation.  The 
growth  of  the  University's  endow- 
ment over  the  last  5  years  has  been 
significant.  The  market  value  of 
these  endowed  funds  grew  from 
S537.9  million  to  $896.8  million. 

The  five-year  total  return  for  the 
endowment  was  approximately 
1 0.7%. 


Endowment  Assets  in  Millions 


896.8 


Combined  University  and  Foundation  Endowment  Assets 


Vital  Asset: 
PRIVATE  SUPPORT 


The  generosity  of  friends  loyal  to  the 
University  of  Illinois  resulted  in  the 
monumental  success  of  Campaign 
Illinois  as  donations  surpassed  the 
original  Si  billion  goal  by  more  than 
$500  million.   In  fact,  the  astonishing 
10-figure  total  was  $1,529,295,874, 
according  to  the  Foundation's  year- 
end  report.   Distributed  across  the 
three  campuses,  the  money  means 
significant  improvements  in  aca- 
demic programs,  positions,  student 
financial  aid,  facilities  and  other 


Combined  University  and  Foundation  Endowment  Gifts 


Iforts  are  focused  on  increas- 
ndowments  to  fund  faculty 
hips,  fellow- 
.ps,  scholarships  and 
ams  and  research. 


Physical  Resources  and  Debt  Coverage 


As  of  June  30, 2001 


Aging  of  University  Facilities 
Gross  Square  Feet  (GSF)  in  Millions 


<u  30.0% 

8  25.0% 

QJ 

3  20.0% 

~2  1 5.0% 
.O 


f      10.0% 
oo 

1        5.0% 
u 

<u 

°-       0.0% 


6.4  GSF 


4.1  GSF 


3.9  GSF 


2.5  GSF 


1.7  GSF 


I 


2.2  GSF 
1.7  GSF        ■_ 

■  I 
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Year  of  Construction 


Auxiliary  Facilities  System  Debt  Coverage 

$300,000 


$250,000 


1Z    $200,000 

C 

ro 

3      $150,000 
O 


.E    $100,000 


I  Funds  Available  to  Pay  Debt  Service  Obligation  I  Debt  Service  Obligation 


Health  Services  Facilities  System  Debt  Coverage 
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$100,000 

1*   $80,000 

c 

ro 
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Physical  Resources 


The  University's  inventory  of  buildings 
includes  approximately  23  million  gross 
square  feet  with  an  original  cost  of  approxi- 
mately Si. 9  billion  and  a  replacement  cost 
of  over  $5.1  billion.  The  institutional  quality 
of  the  buildings  has  increased  the  useful 
life  of  the  facilities  to  serve  several  genera- 
tions of  students.  In  recent  years  the 
University  has  devoted  an  increasing 
amount  of  funding  to  the  renewal  and 
renovation  of  facilities  and  to  upgrade 
building  systems  to  meet  academic 
program  needs  of  the  21st  Century. 


I  Funds  Available  to  Pay  Debt  Service  Obligation  I  Debt  Service  Obligation 


Debt  Coverage 


The  University's  June  30,  2001,  Auxiliary 
Facilities  System  revenue  bond  debt 
obligation  is  approximately  $401  million. 
The  Auxiliary  Facilities  System  revenue 
bonds  are  the  financing  vehicle  for  new 
construction  and  maintenance  of  existing 
student  facilities.  The  replacement  cost  of 
these  facilities  is  approximately  $1  billion. 
The  funds  available  to  pay  debt  service 
obligations  include  net  system  revenues  as 
well  as  student  tuition.  For  fiscal  years  1997- 
2001,  the  debt  coverage  ratio  after  the 
payment  of  all  operating  costs  was  approxi- 
mately 10-11  times.  Simply  stated,  for  every 
$1  of  debt  obligation,  there  is  approximately 
$10  pledged  to  meet  this  obligation. 

The  University's  June  30,  2001,  Health 
Services  Facilities  System  revenue  bond 
debt  obligation  is  approximately  $71  million 
for  bonds  issued  during  1997.  University 
Hospital  and  Clinic  revenues  are  utilized  to 
pay  debt  service  obligations.  In  addition, 
Medical  Service  Plan  revenues  net  of  bad 
debt  expense  and  College  of  Medicine 
tuition  revenue  has  been  pledged.  For  fiscal 
years  1999  through  2001,  the  debt  coverage 
ratio  after  the  payment  of  Hospital  and 
Clinic  operating  costs  averaged  approxi- 
mately 25  times  the  debt  service  require- 
ment. For  every  $1  of  debt  obligation,  there 
is  approximately  $25  pledged  to  meet  this 
obligation. 
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University  of  Illinois  On-Campus  Headcount 


Enrollment  by  County,  Fall  2000 


*  Davies 
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A  State  University 
With  A  Global  Reach 


Total  University  enrollment  for  the  fall 
semester  2000  was  approximately 
65,000.  Illinois  residents  account  for 
83%  of  the  total  enrollment.  The 
remaining  17%  of  the  University's 
enrollment  is  divided  between 
students  from  other  states  and  U.S. 
territories,  9%,  and  international 
students,  8%. 

The  primary  focus  of  the 
University's  educational  program  is  to 
provide  the  highest  quality  educa- 
tional experience  to  Illinois  residents. 
Illinois  taxpayers  provide  a  direct 
subsidy  to  the  University  that  repre- 
sents about  one-third  of  the 
University's  operating  budget.  The 
enrollment  of  students  from  other 
states,  U.S.  territories  and  foreign 
countries  help  broaden  the  educa- 
tional and  life  experience  of  all  our 
students. 


Illinois  Students 

2,000  to  27,000 

500  to  2,000 

200  to  500 

100  to  200 

Oto  100 

University  of  Illinois  OvCampus  Headcount 


Enrollment  by  State  &  Continent,  Fall  2000 


United  States 
(AK  &  HI  inset) 

400  to  54,000 

300  to  400 

100  to  200 

Oto  TOO 
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Staff  and  Student  Data 


as  of  October  2000 


Staff  Full'Time  Equivalent 


Chicago 


Springfield 


Urbana-  University  Total 

Champaign         Administration         University 


Faculty 

2,356 

184 

2,803 

8 

5,351 

Academic  Professional 

2,651 

134 

2,864 

535 

6,184 

Support  Staff 

5,309 

262 

4,847 

695 

11,113 

Graduate  Assistant 

2,047 

109 

2,406 

16 

4,578 

TOTAL 

12,363 

689 

12,920 

1,254 

27,226 

10 


Degrees  Conferred  FY  2000 


Chicago  Springfield  Urbana-Champaign  Total  University 


Bachelor 

2,928 

646 

6,370 

9,944 

Master 

1,587 

314 

2,298 

4,199 

Doctorate 

201 

0 

597 

798 

Professional 

549 

0 

278 

827 

Aviation  Certificates 

0 

0 

18 

18 

TOTAL 


5,265 


960 


9,561 


15,786 


Student  Full'Time  Equivalent  Enrollment1 

Fall  2000  On-Campus  Enrollment 


Undergraduate 
Graduate  and  Professional 


Chicago2 


14,564 
9,838 


Springfield  Urbana-Champaign        Total  University 


1,183 
784 


27,968 
10,456 


43,715 
21,078 


TOTAL 


24,402 


1,967 


38,424 


64,793 


1  Based  on  the  Illinois  Board  of  Higher  Education  definition  of  full-time  equivalency. 

Undergraduate  student  full  time  equivalent  is  computed  as  the  total  number  of  fall  term  semester  and  quarter 
<  redH  hours  divided  by  15    Graduate  and  professional  student  full-time  equivalent  is  computed  as  the  total 
number  of  fall  term  semester  and  quarter  credit  hours  divided  by  12. 

Regional  nursing  enrollments  and  residents  completing  internships  in  medicine,  dentistry,  and  pharmacy  are 
m<  Itidcd 


Audited 

Financial 

Statements 


Independent  Accountants*  Report 


CMP 


The  Honorable  William  G.  Holland 

Auditor  General 

State  of  Illinois 

and 

The  Board  of  Trustees 

University  of  Illinois 


As  Special  Assistant  Auditors  for  the  Auditor  General,  we  have  audited  the  accompanying  combined  balance  sheet  of  the 
University  of  Illinois  (University)  as  of  June  30,  2001,  and  the  related  combined  statements  of  changes  in  fund  balances 
(deficit)  and  current  funds  revenues,  expenditures,  and  other  changes  for  the  year  then  ended.  These  combined  financial 
statements  are  the  responsibility  of  the  University's  management.  Our  responsibility  is  to  express  an  opinion  on  these 
combined  financial  statements  based  on  our  audit. 


We  conducted  our  audit  in  accordance  with  auditing  standards  generally  accepted  in  the  United  States  of  America  and  the 
standards  applicable  to  financial  audits  contained  in  Government  Auditing  Standards,  issued  by  the  Comptroller  General  of 
the  United  States.  Those  standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about 
whether  the  financial  statements  are  free  of  material  misstatement.  An  audit  includes  examining,  on  a  test  basis,  evidence 
supporting  the  amounts  and  disclosures  in  the  financial  statements.  An  audit  also  includes  assessing  the  accounting 
principles  used  and  significant  estimates  made  by  management,  as  well  as  evaluating  the  overall  financial  statement 
presentation.  We  believe  that  our  audit  provides  a  reasonable  basis  for  our  opinion. 
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In  our  opinion,  the  combined  financial  statements  referred  to  above  present  fairly,  in  all  material  respects,  the  financial 
position  of  the  University  as  of  June  30,  2001 ,  and  its  changes  in  fund  balances  (deficit)  and  the  current  funds  revenues, 
expenditures,  and  other  changes  for  the  year  then  ended  in  conformity  with  accounting  principles  generally  accepted  in  the 
United  States  of  America. 

As  further  discussed  in  the  notes  to  the  University  financial  statements,  during  the  year  ended  June  30,  2001,  the  University 
changed  its  method  of  accounting  to  comply  with  Governmental  Accounting  Standards  Board  Statement  No.  33. 

In  accordance  with  Government  Auditing  Standards,  we  have  also  issued  a  report  dated  September  14,  2001,  on  our 
consideration  of  the  University's  internal  control  over  financial  reporting  and  our  tests  of  its  compliance  with  certain 
provisions  of  laws,  regulations,  contracts,  and  grants.  That  report  is  an  integral  part  of  an  audit  performed  in  accordance 
with  Goverment  Auditing  Standards  and  should  be  read  in  conjunction  with  this  report  in  considering  the  results  of  our 
audit. 

Our  audit  was  made  for  the  purpose  of  forming  an  opinion  on  the  combined  financial  statements  taken  as  a  whole.  The 
supplemental  combining  financial  statements  for  University  Related  Organizations  are  presented  for  purposes  of  additional 
analysis  and  are  not  a  required  part  of  the  basic  combined  financial  statements.  Such  information  has  been  subjected  to 
the  auditing  procedures  applied  in  the  audit  of  the  basic  combined  financial  statements  and,  in  our  opinion,  is  fairly  stated 
in  all  material  respects  in  relation  to  the  basic  combined  financial  statements  taken  as  a  whole. 


0  *D,  cc, 

Decatur,  Illinois 
September  14,  2001 


Combined  Balance  Sheet 


CURRENT  FUNDS 

ENDOWMENT  AND 

UNRESTRICTED           RESTRICTED 

LOAN  FUNDS 

SIMILAR  FUNDS 

PLANT  FUNDS 

ASSETS 

Cash  and  cash  equivalents 

Investments 

Accrued  investment  income 

Accounts  receivable  (net) 

Receivable  from  State  of  Illinois 

General  Revenue  Fund 
Notes  receivable  (net) 
Accrued  interest  on  notes  receivable 
Inventories  and  deferred  charges 
Prepaid  expense 
Pledges  receivable 

$         48,628                $          37,785 

$             2,208 

S                  363 

S           1 1 2,472 

182,946                        139,785 

8,379 

140,974 

152,279 

2,444                             1,107 

66 

2,881 

96,210                        104,452 

233 

5,848 

57,152 

1,714 

30,655                                334 

14,402 

6,267 

Due  from  related  organizations 

1,113                             3,760 

Due  from  other  funds 

28,698 

Investment  in  plant  - 
Land 
Buildings 

Improvements  other  than  buildings 
Equipment 

91,964 

1,936,018 

256,000 

1,446,662 

Construction  in  progress 
Real  estate  and  farm  properties 

199,592 

» 

10,962 

Other  assets 

627                                  16 

46 

649 

TOTAL  ASSETS 

S        411.571                S       287,251 

S          69,565 

S          152,948 

S    4,204,368 

LIABILITIES 

Accounts  payable 

Accrued  payroll 

Accrued  compensated  absences 

Deferred  revenue  and  student  deposits 

Accrued  interest  payable 

Accrued  self-insurance 

Bonds  payable 

Leaseholds  payable  and  other  obligations 

$          52,855                 $           11,871 

$ 

$ 

$            21,356 

70,615                             8,712 

186,289                            8,457 

30,342 

2,366 

4,704 

71,501 

546,674 

15,487                                    15 

245,729 

Notes  payable 

Due  to  related  organizations 

362 

Due  to  other  funds 

1,130 

27,568 

Assets  held  for  others 

TOTAL  LIABILITIES 

429,817                          30,185 

846,031 

FUND  BALANCES  (DEFICIT) 

Current  funds-unrestricted 

165,717 

Amount  expected  to  be  financed  in  future  years 
Current  funds-restricted 
Loan  funds  - 

Federal  grants  refundable 

University  restricted 

State  matching 
Endowment-restricted 
Quasi-endowment 
Term  endowment 
Living  tru.t-,  restricted 
United  States  Land  Grant-restricted 

(183,963) 

257,066 

48,533 

15,264 

5,768 

26,675 

125,496 

128 

649 

Annuity 
1  rfe  m'ome 

•      .-d  - 
'led 

n  |  Idi  i 

16,457 

48,856 

26,672 

3,266,352 


S    OFFICIT)-RESTATED 

(18.246) 

257.066 

69,565 

152.948 

3.358,337 

Wt     S  1  DEFICIT)     J 

411.571 

s 

287,251 

s 

69,565 

s 

152.948 

S      4,204.368 

-  ial  statements 


As  of  June  30,  2001  with  Comparative  Totals  for  2000  (in  thousands) 


AGENCY  FUNDS 


UNIVERSITY  TOTALS 

MEMORANDUM  ONLY 

2001  2000 


UNIVERSITY  RELATED 


ORGANIZATIONS 


COMBINED  TOTALS 
MEMORANDUM  ONLY 


2001  2000 


209,851 

642,393 

6,498 

200,895 


201,695 


26,425 


91,964 
1,936,018 
256,000 
1,446,662 
199,592 
10,974 
1,338 

5,152,128 


681,228 


8,035 


76,981 

1,828,093 

207,038 

1,365,701 

97,128 

10,983 


972 
4,798,311 


9,780 

742,535 

1,894 


179,840 

47,273 

3,899 

56,768 

1,892 

893 

32,496 

9 

20,480 

133 

51,000 

4,416 

362 

21,665 

1,210 
10,144 


2,753 


27,686 


12,484 
909,155 


219,631 

1,384,928 

8,392 

248,168 


208,693 


199,592 
38,660 
13,822 

6,061,283 


1,389,828 

9,455 

182,389 


5,848 

3,899 

59,044 

58,121 

1,714 

893 

30,998 

32,510 

20,802 

20,588 

51,000 

53,000 

5,235 

4,613 

28,698 

21,665 

93,174 

79,047 

1,946,162 

1,830,125 

258,753 

207,038 

1,446,662 

1,368,307 

97,128 
35,854 


15,273 
5,618,426 


S 

$ 

86,082 

79,327 

194,746 

30,342 

7,070 

71,501 

546,674 

261,231 

26,425 
26,425 


77,463 
76,169 


88,929 
153 


196,096 


640 


30,119 
8,602 

57,978 
544,111 
150,443 


300 


48,935 
11,296 


362 
28,698 
26,425 

1,332,458 


2,135 


4,873 


21,665 
21,931 

1,186,712 


82 
155,208 


175,011 
79,480 

195,386 

30,642 

7,070 

71,501 

546,674 

310,166 

11,296 

5,235 

28,698 

26,507 

1,487,666 


82,161 
76,303 


196,692 


31,062 
8,602 
57,978 


544,111 

193,738 

3,801 

4,821 


21,665 
21,933 

1,242,867 


178,884 

166,572 

(183,963) 

(183,545) 

343,108 

322,555 

48,533 

46,573 

15,264 

14,347 

5,768 

5,391 

474,511 

477,660 

269,167 

265,164 

1,853 

1,930 

128 

128 

649 

649 

35,051 

45,296 

21,842 

26,401 

16,457 

27,423 

48,856 

49,970 

3,819.670 


3,611.599 


30,881 
3,078,164 

4,375,559 


23 


26,425 


5,152,128 


4,798,311 


909,155 


6,061,283 


5,618,426 


Combined  Statement  of  Changes  in  Fund  Balances  (Deficit) 


CURRENT  FUNDS 


UNRESTRICTED 


RESTRICTED 


LOAN  FUNDS 


ENDOWMENT  AND 


SIMILAR  FUNDS 


REVENUES  AND  OTHER  ADDITIONS 

Unrestricted  current  funds  revenues 

Federal  appropriations 

Medical  service  plan 

Restricted  gifts,  grants  and  contracts  - 

Private 

Federal 

State  of  Illinois 
Investment  income-restricted 
Net  increase  (decrease)  in  fair  value  of  investments-restricted 
State  appropriations-restricted 
Interest  and  service  charges  on  student  loans 
Internal  financing  repayments 
Additions  to  plant  facilities  - 

From  current  funds  expenditures 

From  plant  funds  expenditures 

From  other  State  of  Illinois  agencies, 
principally  Capital  Development  Board 

Acquired  through  capital  leases 
Bond  proceeds 
Retirement  of  indebtedness  - 

Bond  principal  payments 
Increase  in  equity  in  capitalized  leased  assets  - 

Adjustment  in  equity  in  capitalized  leased  assets 

Lease  principal  payments 
Other 

TOTAL  REVENUES  AND  OTHER  ADDITIONS 


$     2,132,800 

$ 

$ 

$ 

19,072 

97,975 

102,835 

219 

429,033 

809 

2,132,800 


103,029 
18,113 


(1,859) 


44 


768,242 


537 


(136) 


(9,897) 


1,888 


354 


3,452 


(9,678) 


EXPENDITURES  AND  OTHER  DEDUCTIONS 

Educational  and  general  expenditures 
Auxiliary  enterprises  expenditures 
Hospital  and  other  medical  activities  expenditures 
Independent  operations  expenditures 
Indirect  costs  recovered 

Educational  and  administrative  allowances  recovered 
Refunds  to  grantors 

Cancellation  of  loans  under  terms  of  gifts  and  grants 
Increase  (decrease)  in  allowance  for  uncollectible  notes 
Increase  in  leaseholds  payable 
Expended  for  plant  facilities  - 
Capitalized  expenditures  - 

Land 

Buildings 

Improvements  other  than  buildings 

Equipment 
Noncapitalized  expenditures 
Retirement  of  indebtedness 
Interest  on  indebtedness 
Bonds  Issued 
(  i|)ii<il  appreciation  on  bonds  payable 

ins,  disposals  and  property  adjustments 
Payments  to  beneficiaries  of  life  income  trusts 
i  of  prepaid  expense 

Al   FXPENDITURES  AND  OTHER  DEDUCTIONS 


1,567,731 

173,060 

289,018 

9,095 


703,906 


Year  Ended  June  30,  2001  with  Comparative  Totals  for  2000  (in  thousands) 


PLANT  FUNDS 


UNIVERSITY  TOTALS 
MEMORANDUM  ONLY 


UNIVERSITY  RELATED 


ORGANIZATIONS 


COMBINED  TOTALS 
MEMORANDUM  ONLY 


$ 

$                2,132,800 

$               1,971,151              S 

19,922             S 

2,152,722               J 

1,997,653 

19,072 

17,929 

19,072 

17,929 

97,975 

107,766 

97,975 

107,766 

7,259 

110,313 

108,818 

113,024 

223,337 

230,349 

868 

430,710 

386,735 

430,710 

386,735 

103,029 

94,763 

103,029 

94,763 

16,629 

35,279 

27,487 

13,349 

48,628 

37,305 

41 

(11,851) 

21,610 

(27,470) 

(39,321) 

50,819 

12,471 

12,471 

4,956 

12,471 

4,956 

1,888 

1,451 

1,888 

1,451 

4,331 

4,331 

3,351 

4,331 

3,351 

122,880 

122,880 

105,877 

122,880 

105,877 

122,534 

122,534 

82,926 

122,534 

82,926 

29,938 

29,938 

27,424 

29,938 

27,424 

104,932 

104,932 

73,451 

104,932 

73,451 

11,511 

11,511 

193,154 

11,511 

193,154 

21,745 

21,745 

18,985 

21,745 

18,985 

106 

106 

59 

106 

59 

5,720 

5,720 

4,854 

5,720 

4,854 

6,986 

7,384 

6,238 

3,120 

10,504 

8,890 

467,951 

3,362,767 

3,258,985 

121,945 

3,484,712 

3,448,697 

2,271,637 

2,087,702 

26,317 

2,297,954 

2,119,039 

173,071 

164,788 

173,071 

164,788 

289,064 

272,590 

289,064 

272,590 

9,095 

6,744 

9,095 

6,744 

103,360 

92,840 

103,360 

92,840 

2,983 

2,082 

2,983 

2,082 

6,290 

4,551 

6,290 

4,551 

261 

451 

261 

451 

(12) 

6 

(12) 

6 

111,067 

111,067 

79,608 

1 1 1 ,067 

79,608 

14,240 

14,240 

7,561 

14,240 

7,561 

79,834 

79,834 

57,569 

79,834 

57,569 

24,282 

24,282 

5,824 

24,282 

5,824 

4,178 

4,178 

11,972 

4,178 

11,972 

40,304 

40,304 

25,451 

40,304 

25,451 

35,766 

35,766 

31,780 

35,766 

31,780 

31,846 

31,846 

23,509 

547 

32,393 

23,727 

11,500 

11,500 

193,154 

11,500 

193,154 

12,638 

12,638 

12,362 

12,638 

12,362 

25,072 

25,072 

69,957 

25,072 

69,957 

12 

17 

12 

17 

88 

88 

200 

88 

200 

4,035 

5,040 

1,070 

8,174 

13,214 

5,310 

$ 

394,850 

$              3,251,616              S 

3,151,788             S 

35,038             $ 

3,286,654 

5              3,187,583 

25 


Combined  Statement  of  Changes  in  Fund  Balances  (Deficit) 


CURRENT  FUNDS 

LOAN  FUNDS 

ENDOWMENT  AND 
SIMILAR  FUNDS 

UNRESTRICTED 

RESTRICTED 

TRANSFERS-ADDITIONS  (DEDUCTIONS) 

Mandatory  - 

Renewal  and  replacement 

S 

(5,314) 

$ 

S 

$ 

Retirement  of  indebtedness 

(48,031) 

(2,547) 

Student  loan  matching 

(180) 

(103) 

283 

Non-mandatory  - 

Renewal  and  replacement 

(5,719) 

(1,344) 

University  related  organizations 

(5,385) 

99,342 

1,035 

344 

Other-net 

(15,765) 

(19,667) 

(776) 

(2,150) 

NET  TRANSFERS 

(80.394) 

75,681 

542 

(1,806) 

CHANCE  IN  FUND  BALANCES  (DEFICIT) 

13,502 

27,813 

3,254 

(12,496) 

FUND  BALANCES  (DEFICIT)  AT  BEGINNING  OF  YEAR  -  RESTATED 

(31,748) 

229,253 

66.311 

165,444 

FUND  BALANCES  (DEFICIT)  AT  END  OF  YEAR  -  RESTATED 

s 

(18,246) 

s 

257,066 

s 

69,565 

t 

152,948 

See  accompanying  notes  to  combined  financial  statements. 


Year  Ended  June  30,  2001  with  Comparative  Totals  for  2000  (in  thousands)  (Cont.) 


PLANT  FUNDS 

UNIVERSITY  TOTALS 
MEMORANDUM  ONLY 

UNIVERSITY  RELATED 
ORGANIZATIONS 

COMBINED  TOTALS 
MEMORANDUM  ONLY 

2001                                       2000 

2001                                        2000 

$                       5,314 

$ 

$ 

S 

$ 

$ 

50,578 

7,063 

1,584 

96,920 

73,647 

(96,920) 

38,358 

■H 

102,897 

96,920                                    73,647 

(96,920) 

175,998 

208,071                                  180,844 

(10,013) 

198,058                                 261,114 

3,182,339 

3,611,599                              3,430,755 

763,960 

4,375,559                                4,114,445 

S              3,358,337 

$ 

3,819,670              $              3,611,599 

S                  753,947 

S 

4,573,617                S              4,375,559 

27 

Annual 
Report 
2001 


Combined  Statement  of  Current  Funds  Revenues,  Expenditures,  and  Other  Changes 


UNRESTRICTED 

STATE  APPROPRIATED 
AND  STUDENT  TUITION 

OTHER 

TOTAL 

REVENUES 

Educational  and  general  - 
Student  tuition  and  fees 
State  appropriations 
Federal  appropriations 
Federal  grants  and  contracts 
State  of  Illinois  grants  and  contracts 
Private  gifts,  grants  and  contracts 
Endowment  and  other  investment  income 
Net  increase  (decrease)  in  fair  value  of  investments 
Educational  activities 
Other  sources 
Payments  on  behalf  of  the  University 

$          352,694 

$ 

$          352,694 

703,879 

703,879 

91,090 
4,915 

91,090 
4,915 

9,330 

9,330 

32 

32 

(1,534) 

(2,143) 

(3,677) 

9,378 

144,946 
24,594 

1 44,946 
33,972 

248,687 

248,687 

TOTAL  EDUCATIONAL  AND  GENERAL  REVENUES 

1,313,136 

272,732 

1,585,868 

Auxiliary  entei  prises 

222,964 

222,964 

Hospital  and  other  medical  activities 

50,476 

259,524 

310,000 

Independent  operations 

569 

13,399 

13,968 

TOTAL  REVENUES 

1,364,181 

768,619 

2,132,800 

EXPENDITURES  AND  MANDATORY  TRANSFERS 

Educational  and  general  - 

Instruction 

432,523 

24,230 

456,753 

Research 

64,026 

50,286 

114,312 

Public  service 
Academic  support 

45,122 
118,653 

82,917 
33,068 

128,039 
151,721 

Student  services 

33,175 

28,877 

62,052 

Institutional  support 

112,091 

21,377 

133,468 

Operation  and  maintenance  of  plant 
Scholarships  and  fellowships 

141,895 

13,964 

155,859 

115,547 

1,293 

116,840 

Payments  on  behalf  of  the  University 

248,687 

248,687 

TOTAL  EDUCATIONAL  AND  GENERAL  EXPENDITURES 

1,311.719 

256,012 

1,567,731 

MANDATORY  TRANSFERS  FOR  - 

Retirement  of  indebtedness 

1,187 

12,165 

13,352 

Student  loan  matching  grant 

51 

129 

180 

TOTAL  EDUCATIONAL  AND  GENERAL 

1,312,957 

268,306 

1,581.263 

AUXILIARY  ENTERPRISES 

Expenditures 

Mandatory  transfers  for  - 
Renewal  and  replacement 
Retirement  of  indebtedness 

173,060 

173,060 

5,314 

5,314 

25,441 

25,441 

TOTAL  AUXILIARY  ENTERPRISES 

203,815 

203,815 

HOSPITAL  AND  OTHER  MEDICAL  ACTIVITIES 

Expenditures 

Mandatory  transfers  for  retirement  of  indebtedness 

TOTAL  HOSPITAL  AND  OTHER  MEDICAL  ACTIVITIES 


50,476 
50,476 


238,542 
4,976 

243,518 


289,018 
4,976 

293,994 


INDEPENDENT  OPERATIONS 

'■  n  fot  Mtinincnt  of  indebtedness 
JOTAL  INDEPENDENT  OPERATIONS 


NDITURES  AND  MANDATORY  TRANSFERS 


569 

569 

S       1,364,002 


8,526 
4,262 

12,788 


728.427 


9,095 
4,262 

13,357 


S     2,092.429 


Year  Ended  June  30,  2001  with  Comparative  Totals  for  2000  (in  thousands) 


RESTRICTED 


UNIVERSITY  TOTALS 
MEMORANDUM  ONLY 


UNIVERSITY  RELATED 
ORGANIZATIONS 


COMBINED  TOTALS 
MEMORANDUM  ONLY 


16,984 
328,992 

95,388 

1 57,405 

6,250 


101,594 


352,694 

703,879 

16,984 

420,082 

100,303 

166,735 

6,282 

(3,677) 

144,946 

135,566 

248,687 


328,415 
664,818 

18,210 
380,602 

84,630 
154,194 
4,808 
(4,794) 
138,025 
129,951 
217,868 


77,480 

14,626 

646 

20,984 


352,694 
703,879 

16,984 
420,082 
100,303 
244,215 

20,908 
(3,031) 
144,946 
156,550 
248,687 


328,415 
664,818 

18,210 
380,602 

84,630 
234,073 

16,114 

(4,703) 
138,025 
156,065 
2 1 7,868 


706,613 

2,292,481 

2,116,727 

113,736 

2,406,217 

2,234,117 

222,964 

208,438 

222,964 

208,438 

310,000 

292,199 

310,000 

292,199 

1 3,968 

8,487 

13,968 

8,487 

706,613 

2,839,413 

2,625.851 

113,736 

2,953,149 

2,743,241 

134,232 

590,985 

565,892 

590,985 

565,892 

345,079 

459,391 

415,812 

459,391 

415,812 

138,677 

266,716 

245,382 

266,716 

245,382 

31,068 

182,789 

165,039 

182,789 

165,039 

2,340 

64,392 

63,344 

64,392 

63,344 

4,332 

137,800 

121,558 

26,212 

164,012 

152,824 

938 

1 56,797 

142,011 

156,797 

142,011 

47,240 

164,080 

1 50,796 

164,080 

1 50,867 

248,687 

2 1 7,868 

248,687 

217,868 

703,906 

2,271,637 

2,087,702 

26,212 

2,297,849 

2,119,039 

2,547 

15,899 

14,441 

1 5,899 

14,443 

103 

283 

162 

283 

162 

706,556 

2,287,819 

2,102,305 

26,212 

2,314,031 

2,133,644 

11 

173,071 

164,788 

173,071 

1 64,788 

5,314 
25,441 

5,198 
23,618 

5,314 
25,441 

5,198 
23,618 

29 


11 


203,826 


193,604 


203,826 


193,604 


46 


289,064 
4,976 


272,590 
3,670 


289,064 
4,976 


272,590 
3,670 


46 

294,040 

276,260 

294,040 

276,260 

9,095 

6,744 

9,095 

6,744 

4,262 

713 

4,262 

713 

13,357 

7,457 

13,357 

7,457 

s 

706,613 

s 

2,799,042 

s 

2,579,626 

$ 

26,212 

S 

2,825.254 

s 

2,610,965 

Combined  Statement  of  Current  Funds  Revenues,  Expenditures,  and  Other  Changes 

UNRESTRICTED 

STATE  APPROPRIATED 

AND  STUDENT  TUITION           OTHER 

TOTAL 

OTHER  TRANSFERS  AND  ADDITIONS  (DEDUCTIONS) 

Excess  (deficiency)  of  restricted  receipts  compared 

to  restricted  expenditures                                                                                                            $                                  $ 

$ 

Refunds  to  grantors 

Inter-fund  transfers  - 

Current  funds                                                                                                                                                                              9,202 

9,202 

Loan  funds                                                                                                                                                                                     907 

907 

Endowment  and  similar  funds                                                                                                                                                    (239) 
Annuity  and  life  income 

(239) 

Plant  funds  - 

Unexpended                                                                                                                                                                           (25,635) 

(25,635) 

Renewal  and  replacement                                                                                                                                                        (5,719) 

(5,719) 

University  related  organizations                                                                                                                                                     (5,385) 

(5,385) 

NET  OTHER  TRANSFERS  AND  ADDITIONS  (DEDUCTIONS) 
CHANCE  IN  FUND  BALANCES  (DEFICIT)-RESTATED 


179 


(26,869) 
13,323 


(26,869) 

S  13,502 


See  accompanying  notes  to  combined  financial  statements. 
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Year  Ended  June  30,  2001  with  Comparative  Totals  for  2000  (in  thousands)  (Cont.) 


RESTRICTED 

UNIVERSITY  TOTALS 
MEMORANDUM  ON  LI 

UNIVERSITY  RELATED 
ORGANIZATIONS 

COMBINED  TOTALS 
MEMORANDUM  ONLY 

2001 

2000 

2001 

2000 

$                   (44,714) 

s 

(44,714) 

S 

(25,821) 

$ 

$ 

(44,714) 

$ 

(25,821) 

(5,804) 

(5,804) 

(4,549) 

(5,804) 

(4,549) 

(9,202) 

907 

902 

907 

902 

(11,775) 

(12,014) 

(402) 

(962) 

(12,976) 

2,849 

1,717 

1,717 

146 

(34) 

(25,669) 

(47,415) 

(310) 

(25,979) 

(47,725) 

(5,719) 

(8,547) 

(5,719) 

(8,547) 

99,342 

93,957 

65,336 

(96,836) 

(2,879) 

(8,311) 

27,813 

944 

(20,496) 

(96,391) 

(95,447) 

(91,056) 

S                    27,813 

s 

41,315 

s 

25,729 

s 

(8,867) 

s 

32,448 

$ 

41,220 

Notes  to  Combined  Financial  Statements 


The  Financial  Reporting  Entity  And 
Component  Unit  Disclosures 

The  University  of  Illinois  (University),  a  federal  land  grant 
institution  and  an  agency  of  the  State  of  Illinois,  conducts 
education,  research  and  public  service  and  related  activities 
principally  at  its  three  campuses  in  Urbana-Champaign, 
Springfield  and  Chicago  which  include  the  University  of 
Illinois  Hospital  (Hospital)  and  other  health  care  facilities. 
The  governing  body  of  the  University  is  The  Board  of 
Trustees  of  the  University  of  Illinois  (Board). 

As  required  by  generally  accepted  accounting  prin- 
ciples, these  financial  statements  present  the  financial 
position  and  financial  activities  of  the  University  (the  primary 
unit)  and  its  component  units  as  well  as  certain  activities 
and  expenditures  funded  by  other  State  agencies  on  behalf 
of  the  University  or  its  employees.  The  component  units 
discussed  below  are  included  in  the  University's  financial 
reporting  entity  (Entity)  because  of  the  significance  of  their 
financial  relationship  with  the  University. 

The  University  Related  Organizations'  column  in  the  com- 
bined financial  statements  includes  the  financial  data  of  the 
University's  component  units.  The  University  of  Illinois  Founda- 
tion (Foundation),  the  University  of  Illinois  Alumni  Association 
(Alumni  Association),  the  University  of  Illinois  HMO  (UIHMO) 
and  Wolcott,  Wood  and  Taylor,  Inc.  (WWT)  are  reported  in  a 
separate  column  to  emphasize  that  they  are  Illinois  non-profit 
organizations  legally  separate  from  the  University. 

The  Foundation  was  formed  for  the  purpose  of  provid- 
ing fund  raising  and  other  assistance  to  the  University  in 
order  to  attract  private  gifts  to  support  the  University's 
instructional,  research  and  public  service  activities.   In  this 
capacity,  the  Foundation  solicits,  receives,  holds  and  admin- 
isters gifts  for  the  benefit  of  the  University.  Complete 
financial  statements  for  the  Foundation  may  be  obtained  by 
writing  the  Director  of  Business  and  Administration,  414C 
Harker  Hall,  1305  W.  Green  Street,  Urbana,  IL  61801. 

The  Alumni  Association  was  formed  to  promote  the 
general  welfare  of  the  University  and  to  encourage  and 
stimulate  interest  among  students,  former  students  and 
others  in  the  University's  programs.   In  this  capacity,  the 
Alumni  Association  offers  memberships  in  the  Alumni 
Association  to  former  students,  conducts  various  activities 
for  students  and  alumni,  and  publishes  periodicals  for  the 
benefit  of  alumni.   Complete  financial  statements  for  the 
Alumni  Association  may  be  obtained  by  writing  the   Director 
of  Administration  and  Business  Affairs,  227  lllini  Union,  1401 
W.  Green  Street,  Urbana,  I L  6 1 80 1 . 

The  UIHMO  was  formed  as  a  replacement  for  the 
former  University  of  Illinois  Health  Maintenance  Organiza- 
tion Plan  Trust  to  provide  health  insurance  to  students  at  the 
Chicago  campus    In  addition,  it  enables  the  University  to 
provide  health  insui  mi  e  programs  to  the  medically  indigent. 
The  fin. in  ial  Statements  included  lor  the  UIHMO  are  as  of 


December  31,  2000.   Complete  financial  statements  for  the 
UIHMO  may  be  obtained  by  writing  the  Vice  President  for 
Finance,  Suite  205,  2023  West  Ogden  Avenue,  Chicago,  IL 
60612-3741. 

WWT  was  formed  to  provide  practice  management 
support  services  and  operate  as  a  billing/collection  entity 
for  health  care  activities  under  the  laws  of  the  State  of 
Illinois.  Complete  financial  information  may  be  obtained  by 
writing  the  President  and  CEO,  835  S.  Wolcott  St.,  Chicago, 
IL  60612. 

Prairieland  Energy,  Inc.  (Prairieland),  a  for  profit, 
wholly-owned  subsidiary,  was  formed  for  the  purpose  of 
providing  support  for  the  University  through  delivery  of 
comprehensive  economical  utility  services  to  all  campuses 
of  the  University. 

Illinois  Ventures,  LLC,  (Illinois  Ventures),  a  for  profit, 
wholly-owned  subsidiary,  exists  to  facilitate  the  develop- 
ment of  new  companies  commercializing  technology 
orginated  or  developed  by  faculty,  staff  and/or  students  of 
the  University.  The  University  desires  Illinois  Ventures  to 
foster  technology  commercialization  and  economic  devel- 
opment in  accordance  with  teaching,  research,  and  public 
service  missions  of  the  University. 

The  University  of  Illinois  Research  Park,  LLC,  (the 
Research  Park),  a  for  profit,  wholly-owned  subsidiary,  was 
formed  to  aid  and  assist  the  University  by  establishing  and 
operating  a  research  park  on  the  University's  Urbana 
campus.  The  Research  Park  was  designed  to  promote  the 
development  of  new  companies  which  commercialize 
University  technologies. 

Activities  of  Prairieland,  Illinois  Ventures  and  the 
Research  Park  for  the  current  fiscal  year,  which  were 
minimal,  have  been  incorporated  in  the  Entity's  financial 
statements. 

The  Foundation,  Alumni  Association,  UIHMO,  WWT, 
Prairieland,  Illinois  Ventures  and  Research  Park  are  related 
organizations  as  defined  under  University  Guidelines  adopted 
by  the  State  of  Illinois  Legislative  Audit  Commission. 

The  University  is  a  component  unit  of  the  State  of 
Illinois  for  financial  reporting  purposes.  The  financial 
balances  and  activities  included  in  these  combined  financial 
statements  are,  therefore,  also  included  in  the  State's 
comprehensive  annual  financial  report. 

Summary  Of  Significant  Accounting 
Policies 

Basis  of  Presentation 

The  combined  financial  statements  are  prepared  on  the 
accrual  basis  of  accounting  applicable  to  public  colleges  and 
universities. 

The  accounts  of  the  Entity  are  maintained  in  accordance 
with  the  principles  of  fund  accounting.   Under  fund  account- 
ing, resources  are  classified  for  accounting  and  reporting  pur- 


poses  into  funds  according  to  specified  activities  or  objectives. 
Separate  accounts  are  maintained  for  each  fund;  however, 
funds  with  similar  characteristics  are  combined  into  fund 
groups  in  the  accompanying  combined  financial  statements. 

Within  each  fund  group,  fund  balances  restricted  by 
outside  sources  are  so  indicated  and  are  distinguished  from 
unrestricted  funds.  Restricted  resources  may  only  be  used 
for  the  purposes  established  by  the  source  of  such  funds. 

The  Combined  Statement  of  Current  Funds  Revenues, 
Expenditures,  and  Other  Changes  is  a  statement  of  financial 
activities  of  the  Current  Funds.  It  does  not  purport  to  present 
the  overall  results  of  operations  as  would  a  statement  of 
revenues  and  expenses.  In  the  accompanying  combined 
financial  statements,  the  use  of  Current  Funds  to  acquire  or 
finance  assets  of  the  Plant  Funds  is  accounted  for  as  (a) 
expenditures  in  the  case  of  the  normal  replacement  of  equip- 
ment and  ordinary  repairs  and  maintenance  and  (b)  manda- 
tory and  non-mandatory  transfers  when  providing  for  debt 
service,  repair  and  replacement  reserves,  and  all  other  cases. 

The  preparation  of  financial  statements  in  conformity 
with  generally  accepted  accounting  principles  requires 
management  to  make  estimates  and  assumptions  that 
affect  the  reported  amounts  of  assets  and  liabilities  at  the 
date  of  the  financial  statements  and  the  reported  revenues 
and  expenditures  during  the  reporting  period.  Actual  results 
could  differ  from  those  estimates. 

Certain  reclassifications  have  been  made  in  2000 
comparative  totals  to  conform  to  the  2001  presentation. 

Cash  and  Cash  Equivalents 

Cash  and  cash  equivalents  include  bank  accounts  and  invest- 
ments with  original  maturities  of  ninety  days  or  less  at  the 
time  of  purchase.  Such  investments  consist  primarily  of  U.S. 
Treasury  bills,  commercial  paper,  and  money  market  funds. 
Total  cash  and  cash  equivalents  of  the  University  included  a 
net  cash  overdraft  book  balance  of  $27,716,000  at  June  30, 
2001 .  The  total  bank  account  balances  at  June  30,  2001 ,  of 
the  University,  the  Foundation,  the  Alumni  Association  and 
WWT  and  the  bank  account  balance  of  the  UIHMO  at  Decem- 
ber 31,  2000,  aggregated  $4,792,000,  $5,575,000,  $729,000, 
$238,000,  and  $3,238,000  ,  respectively,  of  which  $4,792,000, 
$5,425,000,  $729,000,  $238,000,  and  $3,238,000,   respec- 
tively, were  covered  by  federal  depository  insurance  or  by 
collateral  held  by  an  agent  in  the  Entity's  name;  and  $150,000 
was  uninsured  and  uncollateralized  for  the  Foundation. 

Investments 

Investments  in  real  estate  and  farm  properties  and  those  held 
by  Agency  Funds,  are  carried  at  cost,  or  when  donated,  at  the 
fair  market  value  at  the  date  of  donation.  All  other  invest- 
ments are  carried  at  their  fair  market  value,  as  determined  by 
quoted  market  price.  Investment  income  and  the  change  in 
fair  value  of  investments  is  recognized  in  the  fund  which 
owned  such  investments,  except  for  income  derived  from 
investments  of  the  Endowment  and  Similar  Funds  which  is 
recognized  in  the  funds  to  which  the  income  is  restricted. 

Illinois  Statutes  and  Board  policy  authorize  the  University 


to  invest  in  obligations  of  the  U.  S.  Treasury,  agencies,  and 
instrumentalities  (U.S.  Government  securities);  bank  and 
savings  and  loan  time  deposits;  corporate  bonds,  stock  and 
commercial  paper;  repurchase  agreements;  and  mutual 
funds.  Illinois  Statutes  require  that  securities  underlying 
repurchase  agreements  must  have  a  market  value  of  at 
least  105%  of  the  cost  of  the  repurchase  agreement.  At 
June  30,  2001,  the  University  had  repurchase  agreements  of 
$64,509,000.  The  market  value  of  securities  underlying  these 
repurchase  agreements  was  $71 ,358,000  at  June  30,  2001 . 

Nearly  all  of  the  Entity's  investments  are  managed  by 
external  professional  investment  managers.  Many  of  these 
investments  are  made  through  commingled  investment 
vehicles  such  as  common  trust  funds  and  mutual  funds.  A 
number  of  the  investment  managers  utilize  derivatives  in  the 
execution  of  their  investment  strategies.  In  general,  managers 
utilize  derivatives  to  reduce  or  eliminate  undesirable  risks,  to 
increase  portfolio  liquidity  and  flexibility  or  to  increase 
investment  return  within  the  level  of  risk  defined  in  the 
manager's  investment  guidelines.  Examples  of  authorized 
derivative  transactions  would  be  the  hedging  of  foreign 
currency  exposure  through  the  use  of  currency  forwards, 
owning  mortgage  securities  with  embedded  prepayment 
options  or  utilizing  treasury  futures  to  change  the  duration  of 
a  fixed  income  portfolio.  The  Foundation  invests  in  "To  Be 
Announced"  (TBA)  GNMA  and  FNMA  mortgage  rolls.  The 
Foundation  does  not  intend  to  finance  all  of  its  TBA  mortgage 
rolls.  The  Foundation  reports  its  pending  trades  as  accounts 
receivable  and  accounts  payable  on  the  gross  basis.  The  Entity 
did  not  engage  in  any  other  significant  derivative  transactions 
during  the  year  ended  June  30,  2001. 

The  University  increases  its  investment  income  by 
lending  the  University's  securities,  through  its  custodian,  to 
independent  third  parties.  Such  loans  are  secured  by 
collateral  consisting  of  cash,  cash  equivalents  or  U.S.  Govern- 
ment securities  in  an  amount  approximating   103%  of  the  fair 
value  of  the  securities  loaned.  As  of  June  30,  2001,  approxi- 
mately $127,460,000  of  the  investments  reported  on  the 
University's  Combined  Balance  Sheet  were  on  loan,  secured 
by  collateral  with  a  fair  value  of  approximately  $130,774,000. 

Investments,  including  cash  equivalents  but  excluding 
real  estate  and  farm  properties,  have  been  categorized  to 
give  an  indication  of  the  level  of  credit  risk  assumed  by  the 
University,  Foundation  or  Alumni  Association  at  June  30, 
2001.  Category  1  includes  investments  that  are  insured  or 
registered  or  for  which  the  securities  are  held  by  the  Entity 
or  an  agent  in  its  name.  Category  2  includes  uninsured  and 
unregistered  investments  for  which  the  securities  are  held 
by  the  financial  institution's  trust  department  or  agent  in 
the  Entity's  name.  Category  3  includes  uninsured  and 
unregistered  investments  for  which  the  securities  are  held 
by  the  financial  institution,  or  by  its  trust  department  or 
agent  but  not  in  the  Entity's  name.  Mutual  funds  and 
money  market  investments  are  not  required  to  be  catego- 
rized. Investments  at  the  WWT  as  of  June  30,  2001  and  at 
the  UIHMO  as  of  December  31,  2000  were  not  significant. 

The  following  details  the  Entity's  investments  at  June 
30,  2001: 


33 


34 


Category 

Carrying 

1 

2                     3 

Amount 

Certificates  of 

Deposit 

S 

4,752 

$                       S 

S          4,752 

U.S.  Gov.  Securities 

83,101 

118,206 

201,307 

Repurchase  Agreements 

64,509 

64,509 

Commercial  Paper 

9,497 

9,497 

Corporate  Bonds 

153,067 

7,579 

160,646 

Corporate  Stock 

37 

421 

458 

Total 

$ 

250,454 

S  190,715           $ 

441,169 

Mutual  Funds 

Bonds 

117,296 

Stocks 

151,697 

Money  Market 

158,415 

Real  Estate 

1,319 

Illinois  Fund 

10,064 

TOTAL  INVESTMENTS 

8     879,960 

— — 

Foundation 

(in  thousands) 


2001 


Category 


U.S.  Gov.  Securities 
Municipal  Bonds 
Corp.  Bonds/Notes 
Preferred  Stock 
Corporate  Stock 
Total 

Real  Estate 

Trusts/Partnerships 
Equity  Index  Funds 
Intern'l  Equity  Funds 
Other  Mutual  Funds 
Other 

TOTAL  INVESTMENTS 


Alumni  Association 

(in  thousands) 

2001 


Carrying 
Amount 


$     69,802 

$       2,791 
900 

$ 

$ 

72,593 
900 

88,881 

5,056 

93,937 

612 

10 

622 

171,352 

5,484 

176,836 

$    330,647 

$    14,241 

$ 

344,888 
46,403 

135,293 

88,743 

111,138 

3,703 

$ 

730,168 

1 

Category 
2 

3 

Carrying 
Amount 

Bonds/No' 

S 

4,200 

/.HUH 

S 

S 

$          4,200 
7,868 

total 

1 

lAOMi 

s 

$ 

1  .■..)..» 

Real  r 

I'.irtinr.t 

ioiai  INVES1 

299 
S       12,367 

Allowance  for  Uncollectibles 

The  University  provides  allowances  for  uncollectible 
accounts  and  notes  receivable  based  upon  management's 
best  estimate  of  uncollectible  accounts  and  notes  at  the 
balance  sheet  date,  considering  type,  age,  collection  history 
of  receivables,  and  any  other  factors  as  considered  appropri- 
ate. Accounts  receivable  are  reported  net  of  allowances  of 
$172,855,000  at  June  30,  2001.   Notes  receivable  are 
reported  net  of  allowances  of  $1,945,000  at  June  30,  2001. 

Inventories 

Inventories  are  stated  at  the  lower  of  cost  or  market.  Cost  is 
determined  principally  by  the  average  cost  method. 

Student  Financial  Assistance 

During  the  year  ended  June  30,  2001,  the  Urbana- 
Champaign  and  Chicago  campuses  participated  in  the  U.S. 
Department  of  Education  Direct  Student  Loan  Program.  The 
Urbana-Champaign  campus  awarded  approximately  $81.2 
million  for  the  year  ended  June  30,  2001.  The  Chicago 
campus  awarded  approximately  $73.1  million  for  the  year 
ended  June  30,  2001.  The  University  classified  this  loan 
program  as  Noncash  Federal  Awards  in  the  Office  of 
Management  and  Budget  (OMB)  Circular  A-133  Schedule  of 
Expenditures  of  Federal  Awards.  Accordingly,  no  revenue  or 
expenditures  are  included  in  the  combined  financial 
statements  of  the  Entity. 

Investment  in  Plant 

Investment  in  plant  is  carried  at  cost  or,  when  donated,  at 
the  fair  market  value  at  the  date  of  donation.  In  accordance 
with  generally  accepted  accounting  principles  for  public 
colleges  and  universities,  the  Entity  does  not  record  depre- 
ciation on  these  assets. 

Capitalized  additions  to  the  University's  investment  in 
plant,  $25,195,000  for  fiscal  year  2001,  financed  by  the 
State  of  Illinois  Capital  Development  Board  (CDB)  are 
recorded  by  the  University  as  the  funds  are  expended  by  the 
CDB.  All  expenditures  of  the  CDB,  including  noncapitalized 
expenditures,  for  University  related  repair  and  maintenance 
projects  are  recorded  as  expenditures  from  and  additions  to 
the  University's  Plant  Funds. 

Net  interest  cost  incurred  on  borrowed  funds  during 
the  period  of  construction  of  capital  assets  is  capitalized  as 
a  component  of  the  cost  of  acquiring  those  assets.  Net 
interest  of  $4,927,000  was  capitalized  during  the  year 
ended  June  30,  2001. 

Accrued  Self-Insurance  and  Loss  Contingency 

The  University's  accrued  self-insurance  liability  of 
$71,501,000  at  June  30,  2001  covers  hospital  patient 
liability;  hospital  and  medical  professional  liability;  esti- 
mated general  and  contract  liability;  and  workers'  compen- 
sation liability  related  to  employees  paid  from  local  funds. 
The  accrued  self-insurance  liability  was  discounted  at  a  rate 


of  6%  at  June  30,  2001 .  Amounts  increasing  the  accrued 
self-insurance  liability  are  charged  to  Current  Funds  expen- 
ditures based  upon  estimates  made  by  actuaries  and  the 
University's  risk  management  division.  The  workers' 
compensation  self-insurance  liability  of  $6,972,000  at  June 
30,  2001  related  to  employees  who  are  paid  from  State 
appropriations  is  included  in  the  University's  accounts 
payable.  These  claims  will  be  paid  from  State  appropriations 
in  the  year  in  which  the  claims  are  finalized,  rather  than 
from  Current  Unrestricted  Funds  at  June  30,  2001. 

Accrued  self-insurance  includes  $50,351,000  at  June 
30,  2001    for  the  most  probable  and  reasonably  estimable 
ultimate  cost  of  uninsured  medical  malpractice  liabilities. 
Ultimate  cost  consists  of  amounts  estimated  by  the 
University's  risk  management  division  and  independent 
actuaries  for  asserted  claims,  unasserted  claims  arising  from 
reported  incidents,  expected  litigation  expenses,  and 
amounts  determined  by  actuaries  using  relevant  industry 
data  and  Hospital  specific  data  to  cover  projected  losses  for 
claims  incurred  but  not  reported.   Because  the  amounts 
accrued  are  estimates,  the  aggregate  claims  actually 
incurred  could  differ  significantly  from  the  accrued  self- 
insurance  liability  at  June  30,  2001 .  Changes  in  these 
estimates  will  be  reflected  in  the  Statement  of  Current 
Funds  Revenues,  Expenditures,  and  Other  Changes  in  the 
period  when  additional  information  is  available. 

The  University  has  contracted  with  several  commercial 
carriers  to  provide  varying  levels  and  upper  limits  of  excess 
indemnity  coverage.  These  coverages  have  been  consid- 
ered in  determining  the  required  accrued  self-insurance 
liability. 


Changes  in  Accrued  Self-Insurance 

(in  thousands) 


2001 

2000 

Accrued  self-insurance  liability  at 

beginning  of  year 

$ 

57,978 

$     53,061 

Current  year  claims  and  changes 

in  estimates 

35,773 

22,037 

Claim  payments  and  other  costs 

(22,250) 

(17,120) 

Accured  self-insurance  liability  at 

end  of  year 

$ 

71,501 

$        57,978 

Revenue  Recognition 

Appropriations  made  from  the  State  of  Illinois  General 
Revenue  and  Education  Assistance  Funds  for  the  benefit  of 
the  University  are  recognized  as  revenues  to  the  extent 
expended,  limited  to  available  appropriations. 

Tuition  and  fees,  except  for  the  Summer  Session,  are 
recognized  as  revenues  as  they  are  assessed.  The  portion 
of  Summer  Session  tuition  and  fees  applicable  to  the 
following  fiscal  year  is  deferred.  The  value  of  tuition  and  fee 
exemptions  awarded  to  graduate  assistants,  staff  members 
and  others  is  included  in  both  revenues  from  student 
tuition  and  fees  and  in  expenditures  for  scholarships  and 


fellowships.  These  exemptions  amounted  to  $105,532,000 
in  2001. 

Current  Restricted  Funds  which  are  received  or 
receivable  from  external  sources  are  recognized  as  revenues 
to  the  extent  of  related  expenditures  on  the  accrual  basis 
and  as  additions  or  deductions  to  fund  balances  to  the 
extent  of  an  excess  or  deficiency,  respectively,  of  restricted 
receipts  compared  to  restricted  expenditures. 

In  accordance  with  GASB  24,  Accounting  and  Financial 
Reporting  for  Certain  Grants  and  Other  Financial  Assis- 
tance, the  University  reported  payments  made  by  the  State 
on  behalf  of  the  University  for  contributions  to  State  group 
insurance  and  retirement  programs  for  University  employ- 
ees of  $248,687,000  for  the  year  ended  June  30,  2001 . 
These  costs  are  reflected  as  both  revenues  and  expenditures 
and  are  reported  as  Payments  on  behalf  of  the  University. 

With  respect  to  the  Hospital,  net  patient  service 
revenue  is  reported  at  the  estimated  net  realizable  amounts 
due  from  patients,  third-party  payors,  and  others  for  services 
rendered,  including  estimated  retroactive  adjustments 
under  reimbursement  agreements  with  third-party  payors. 
Retroactive  adjustments  are  accrued  on  an  estimated  basis 
in  the  period  the  related  services  are  rendered  and  adjusted 
in  future  periods  as  final  settlements  are  determined.  The 
Hospital  has  agreements  with  third-party  payors  that 
provide  for  payments  to  the  Hospital  at  amounts  different 
from  its  established  rates.  Approximately  86%  of  the 
Hospital's  net  patient  service  revenues  were  derived  from 
Medicare,  Medicaid,   Blue  Cross  and  managed  care 
programs  for  the  year  ended  June  30,  2001 .   Payments 
under  these  programs  are  based  on  established  program 
rates  or  costs,  as  defined,  of  rendering  services  to  program 
beneficiaries.  The  Hospital  provides  contractual  allowances 
on  a  current  basis  for  the  differences  between  charges  for 
services  rendered  and  the  expected  payments  under  these 
programs. 

Expenditure  Recognition 

Employment  contracts  for  certain  academic  personnel 
provide  for  twelve  monthly  salary  payments,  although  the 
contracted  services  are  rendered  during  a  nine  month 
period.  The  liability  for  those  employees  who  have  com- 
pleted their  contracted  services,  but  have  not  yet  received 
final  payment,  was  approximately  $38,385,000  at  June  30, 

2001  and  is  recorded  in  the  accompanying  combined 
financial  statements.  This  amount  will  be  paid  from 
amounts  specifically  included  in  State  of  Illinois  General 
Revenue  Fund  appropriations  to  the  University  for  fiscal  year 

2002  rather  than  from  the  Current  Unrestricted  Funds 
available  at  June  30,  2001 . 

Substantially  all  employees  participate  in  group  health 
plans  administered  by  the  State  of  Illinois.  The  employer 
contributions  to  these  plans  for  University  employees  paid 
by  State  appropriations  and  auxiliary  enterprises  are  paid  by 
the  State  on  behalf  of  the  University.  The  on  behalf  pay- 
ments are  $154,420,000  for  2001,  and  are  reflected  in 
Payments  on  behalf  of  the  University.  The  employer 
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contributions  to  these  plans  on  behalf  of  employees  paid 
from  other  University-held  funds  are  paid  by  the  University. 
Accrued  compensated  absences  for  University  person- 
nel are  charged  to  Current  Funds  based  on  earned  but 
unused  vacation  and  sick  leave  days  including  the 
University's  share  of  social  security  and  medicare  taxes.  At 
June  30,  2001,  the  University  estimates  that  $138,606,000 
of  the  accrued  compensated  absences  liability  will  be  paid 
out  of  State  of  Illinois  General  Revenue  Fund  appropriations 
to  the  University  in  years  subsequent  to  June  30,  2001, 
rather  than  from  Current  Funds  available  at  June  30,  2001 . 

Total  Columns  of  Statements 

Total  columns  on  the  statements  are  captioned  "Memoran- 
dum Only"  to  indicate  that  data  are  presented  only  to 
facilitate  financial  analysis.   Data  in  these  columns  do  not 
present  financial  position,  results  of  operations,  or  changes 
in  financial  position  in  conformity  with  generally  accepted 
accounting  principles.  The  statements  are  not  intended  to 
represent  consolidated  statements  as  certain  transactions 
between  funds  have  not  been  eliminated. 

Adoption  of  New  Governmental  Accounting 
Standards  (GASB  Nos.  35,  36,  37  and  38) 

Effective  for  the  year  ending  June  30,  2002,  the  Entity  will 
adopt  GASB  No.  35,  Basic  Financial  Statements  -  and 
Management's  Discussion  and  Analysis  -  for  Public  Colleges 
and  Universities,  which  establishes  new  reporting  require- 
ments for  public  colleges  and  universities.  Other  standards 
that  will  be  adopted  are  GASB  No.  36,  Recipient  Reporting 
for  Certain  Shared  Nonexchange  Revenues;  GASB  No.  37, 
an  amendment  to  GASB  No.  34;  and  GASB  No.  38,  Certain 
Financial  Statement  Note  Disclosures.   The  impact  on  the 
Entity's  financial  statements  has  not  yet  been  determined. 

Funds  Held  In  Trust  By  Others 

The  University  and  Foundation  are  income  beneficiaries  of 
several  irrevocable  trusts  which  are  held  and  administered 
by  outside  fiscal  agents.  The  University  and  Foundation 
have  no  control  over  these  funds  as  to  either  investment 
decisions  or  income  distributions,  thus  the  principal  is  not 
recorded  in  the  accompanying  financial  statements.  The  fair 
value  of  these  funds  at  June  30,  2001  and  the  amount  of 
income  received  from  these  trusts  during  the  year  then 
ended  were  as  follows: 


Funds  Held  in  Trust  by  Others 

(in  thousands) 


University 

Foundation 

Marl"                 •  funds  held  in 
thers 

$        17,340 

$       22,794 

Inconr 

in  tn 

$            653 

$            737 

Bonds  And  Notes  Payable 

On  July  12,  2000,  the  University  of  Illinois  Auxiliary  Facilities 
System  Revenue  Bonds,  Series  2000  was  issued  in  the 
principal  amount  of  Si  1,500,000.   Proceeds  from  the  sale  of 
the  Series  2000  Bonds  are  being  used  to  construct  a  new 
student  housing  facility  and  food  service  improvements  at 
the  University's  Springfield  campus,  to  pay  debt  service 
during  construction,  and  to  pay  all  costs  incidental  to  the 
issuance  of  the  Series  2000  Bonds. 

At  June  30,  2001,  bonds  payable  consist  of  University 
of  Illinois  Auxiliary  Facilities  System  (Auxiliary  Facilities 
System)  Revenue  Bonds,  Series  1979  (formerly  Sangamon 
State  Housing  Bonds),  Series  1985,  Series  1986,  Series 
1991,  Series  1993,  Series  1996,  Series  1999A,  Series 
1999B,  and  Series  2000;  University  of  Illinois  Revenue 
Bonds,  Series  1985A  related  to  the  Construction  Engineer- 
ing Research  Laboratory  (CERL);  University  of  Illinois  Willard 
Airport  (Airport)  Project  Revenue  Bonds,  Series  1997; 
University  of  Illinois  Health  Services  Facilities  System  (Health 
System)  Revenue  Bonds,  Series  1997A  and  Series  1997B; 
University  of  Illinois  UIC  South  Campus  Development 
Project  (UIC  South  Campus)  Revenue  Bonds,  Series  1999 
and  Series  2000,  as  seen  in  the  table. 


Bonds  Payable 

(in  thousands) 


Series 


Yield  on 
Outstanding  Debt 


Maturity 
Dates 


Outstanding  at 
June  30,  2001 


AUXILIARY  FACILITIES  SYSTEM  - 

1979  3% 

1985  5% 

1986  7.40/0-8.125% 
1991  5.75%  -  6.4% 
1991  6.8% -7.35% 
1993  4.4% -5.875% 
1993  5.7% -5.95% 

1996  4.0% -5.60% 
1999A  4.5% -6.0% 
1999A  4.5% -6.0% 
1999B  7.41% -7.56% 
2000  5.5%  -  5.8% 
CERL- 

1985A  9.70% 
AIRPORT  - 

1997  3.95% -5% 
HEALTH  SYSTEM  - 

1997A  4.8%  -  5.875% 

1997B  Variable  -  2.625% 
UIC  SOUTH  CAMPUS  - 

1999  5.75% -6.25% 

2000  6.77%  -  7.96% 

Total  Principal  Payable 
Unamortized  Debt  Discount 
TOTAL  BONDS  PAYABLE 


2000-2018 
2000-2009 
2000-2006 
2000-2022 
2002-2021 
2000-2022 
2007-2009 
2000-2022 
2015-2024 
2002-2030 
2005-2015 
2003-2013 

2000-2003 

2000-2009 

2001-2026 
2001-2026 

2013-2022 
2001-2013 


1,140 

2,985 

49,590 

16,270 

95,777 

28,455 

23,116 

54,910 

100,730 

10,848 

6,000 

11,500 

830 

1,775 

46,375 
24,500 

49,365 
25,730 


549,896 
(3,222) 


$     546,674 


The  $49,590,000,  $95,777,000,  $23,1 16,000  and 
$10,848,000  of  Series  1986,  Series  1991,  Series  1993  and 
Series  1999A  Bonds,  respectively,  outstanding  at  June  30, 
2001,  are  capital  appreciation  bonds  which  do  not  require 
current  interest  payments.  The  University  records  the 
annual  increase  in  the  principal  amount  of  these  bonds  as 
capital  appreciation  on  bonds  payable. 

Series  1997B  Bonds  are  variable  rate  bonds  which 
bear  interest  at  a  defined  weekly  rate  and  interest  is  paid 
monthly.  The  required  debt  service  for  the  Series  1997B 
Bonds  has  been  calculated  using  the  current  interest  rate  of 
2.625%  over  the  life  of  the  bonds. 

UIC  South  Campus  Series  1999  and  Series  2000  Bonds 
are  payable  from  revenue  derived  from  the  defined  tax 
increment  financing  (TIF)  district,  student  tuition  and  fees, 
and  funds  on  deposit  in  the  Bond  and  Interest  Sinking  Fund. 
In  addition,  the  Series  2000  Bonds  are  payable  from  the 
sales  proceeds  derived  from  the  sale  of  certain  land  in  the 
University  of  Illinois  UIC  South  Campus  Development 
Project.  During  fiscal  year  2001,  the  debt  service  payments 
related  to  the  Series  1999  and  Series  2000  Bonds  were 
$6,335,000.   Proceeds  from  the  sale  of  land  of  $3,218,000, 
and  revenue  from  other  legally  available  sources  of 
$3,1 17,000  funded  these  payments. 

Costs  associated  with  the  issuance  of  the  Series  1991, 
Series  1993,  Series  1996,  Series  1997,  Series  1997 A,  Series 
1997B,  Series  1999,  Series  1999A,  Series  1999B,  Series 
2000  UIC  South  Campus  Bonds  and  Series  2000  Auxiliary 
Facilities  System  Bonds,  have  been  recorded  as  a  prepaid 
expense  and  are  being  amortized  over  the  life  of  the  related 
bond  issue. 

The  Foundation  has  a  demand  note  outstanding  with 
interest  at  5.24%  and  principal  outstanding  of  $1 1,296,000. 

Advance  Refunded  Bonds 

The  University  has  defeased  bonds  through  advance 
refunding  in  prior  years  and,  accordingly,  they  are  not 
reflected  in  the  accompanying  combined  financial  state- 
ments. The  amount  of  bonds  which  have  been  defeased  as 
of  June  30,  2001  consist  of  the  following: 


Advanced  Refunded  Bonds 

(in 

thousands) 

Outstanding  at 

Series 

June  30,  2001 

1962-B 

S                  270 

1964 

650 

1965-A 

200 

1978-M 

43,865 

1 978-N 

19,965 

1986 
1992 

TOTAL  ADVANCE  REFUNDED  BONDS 


21,891 
3,340 


90,181 


Debt  Service  Requirements  and  Security 

Future  debt  service  requirements  for  all  bonds  outstanding 
are  as  follows: 


■ 


Debt  Service  Requirements 

(in  thousands) 


Interest 

and  Capital 

Principal 

App 

eciation 

2002 

$ 

24,137 

S 

21,356 
22,056 

2003 

20,525 

2004 

20,297 

22,771 

2005 

21,060 

23,329 

2006 

20,967 

23,590 

2007-2030 

442,910 

394,037 

TOTAL 

$ 

549,896 

$ 

507,139 

Certain  bonds  of  the  University  (Series  1985,  Series 
1985A,  Series  1986,  Series  1991,  Series  1993,  Series  1996 
and  Series  1997)  have  debt  service  reserve  requirements. 
The  Maximum  Annual  Net  Debt  Service  for  those  bonds,  as 
defined,  is  $23,1 1 1,000. 

None  of  the  University's  bonds  described  above 
constitute  obligations  of  the  State  of  Illinois.  Series  1979, 
Series  1985,  Series  1986,  Series  1991,  Series  1993,  Series 
1996,  Series  1999A,  Series  1999B,  and  Series  2000  Auxiliary 
Facilities  System  Bonds  are  payable  solely  by  the  Board 
from  net  revenues  of  the  Auxiliary  Facilities  System,  student 
tuition  and  fees  and  certain  restricted  plant  funds.  Series 
1985A  Bonds  are  payable  solely  from  the  net  revenues  of 
CERL  and,  under  certain  circumstances,  the  net  revenues  of 
the  Auxiliary  Facilities  System,  student  tuition  and  fees,  and 
certain  restricted  plant  funds.  Series  1997  Bonds  are 
payable  solely  from  the  net  revenues  of  the  Airport,  funds 
received  from  the  County  of  Champaign,  Illinois,  and  related 
restricted  plant  funds.  Series  1997A  and  1997B  Bonds  are 
payable  solely  from  net  revenues  of  the  Health  System, 
Medical  Service  Plan  revenue  net  of  bad  debt  expense,  and 
College  of  Medicine  net  tuition  revenue. 

Leases  And  Other  Obligations 

Leaseholds  payable  and  other  obligations  at  June  30,  2001 
consist  of  the  following  in  thousands: 


UNIVERSITY: 

Capital  Lease  Principal 

$        229,959 

Unamortized  Debt  Premium 

6,550 

Total  Leasehold  Payable 

236,509 

Natural  Gas  Contract  Future  Minimum 

Payments 

15,340 

Environmental  Remediation  Liabilities 

9,382 

Total  University 

261,231 

FOUNDATION: 

Annuities  Payable 

43,586 

Other  Liabilities 

5,349 

Total  Foundation 

48,935 

TOTAL  LEASEHOLDS  AND  OTHER  OBLIGATIONS 

S        310,166 
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The  University  leases  various  plant  facilities  and  equip- 
ment under  capital  leases.  This  includes  assets  obtained 
with  certificate  of  participation  proceeds  and  recorded  as 
capital  leases  as  well  as  other  capital  lease  agreements 
funded  through  operations.  Assets  held  under  capital 
leases  are  included  in  investment  in  plant  as  follows: 


Assets  Held  Under  Capital  Lease 

(in  thousands) 


Land 

Equipment 
Buildings 
Improvements 
TOTAL  ASSETS 


$ 


85 
28,301 
39,117 
112,713 


180,216 


Certificates  of  Participation 

Series  1997  Utility  Infrastructure 

$ 

39,410 

Series  1999  Utility  Infrastructure 

78,470 

Series  2001  Ul  Integrate 

107,850 

Other  Capital  Leases 

4,229 

NET  PRESENT  VALUE 

s 

229,959 

As  of  June  30,  2001,  future  minimum  lease 

payments  under  capital  leases  are  as  follows: 

2002 

s 

19,470 

2003 

18,871 

2004 

18,621 

2005 

28,831 

2006 

28,621 

Later  years 

204,064 

Total  minimum  lease  payments 

318,478 

Amount  representing  interest 

(88,519) 

NET  PRESENT  VALUE 

$ 

229,959 

On  April  1,  2001,  the  University  issued  Certificates  of 
Participation,  Ul-lntegrate  Project,  Series  2001,   in  the 
principal  amount  of  $107,850,000.   Proceeds  from  the 
issuance  of  the  2001  COP  are  being  used  to  finance  the 
acquisition,  development  and  implementation  of  an 
Enterprise  Resource  Planning  System  known  as  Ul-lntegrate, 
which  is  a  single,  integrated  software  system.  The 
University's  construction  in  progress  on  the  Combined 
Balance  Sheet  includes  $142  million  for  projects  to  be 
funded  by  unexpended  certificate  of  participation  funds; 
S81.8  million  and  $60.2  million  from  the  Series  2001  and 
1999,  respectively. 

The  University  entered  into  a  purchase  contract  during 
fiscal  year  1995  to  purchase  a  firm  supply  of  natural  gas 
over  the  next  ten  years.   The  value  of  the  contract  is 
classified  as  a  prepaid  expense  in  the  Combined  Balance 
Sheet.  The  future  minimum  payments  under  the  contract 
are  as  follows: 


Future  Minimum  Payments 
Under  the  Natural  Gas  Contract 

(in  thousands) 


2002 
2003 
2004 
2005 

Total  minimum  lease  payments 
Amount  representing  interest 

NET  PRESENT  VALUE 


Interest  of  $91 3,000  was  paid  on  this  purchase 
contract  during  the  year  ended  June  30,  2001 . 

The  University  monitors  environmental  matters  to 
ensure  that  adequate  reserves  are  recorded  for  environmen- 
tal contingencies.  The  estimated  liability  at  June  30,  2001  is 
$9,382,000. 

The  University  leases  various  properties  from  the 
Foundation  under  capital  lease  obligations  amounting  to 
$85,000  at  June  30,  2001. 

The  University  also  leases  various  buildings  and 
equipment  under  operating  lease  agreements.  Total  rental 
expense  under  these  agreements  was  $8,185,000  for  the 
year  ended  June  30,  2001.  In  future  years,  the  University 
expects  to  incur  annual  rental  expense  in  amounts  similar 
to  2001.  The  future  minimum  lease  payments  (excluding 
those  leases  renewed  on  an  annual  basis)  are  as  follows: 


Future  Minimum  Operating  Lease  Payments 


(in 

th. 

Dusar 

ids) 

2002 

S 

7,529 

2003 

5,263 

2004 

3,235 

2005 

1,319 

2006 

549 

TOTAL 

S 

17,895 

The  University  engages  in  interfund  borrowing  to 
finance  campus  projects.  These  borrowings  paid  interest  of 
$1,773,000  to  the  consolidated  group  fund  during  2001  at 
rates  ranging  from  5.0%  to  6.9%.  All  outstanding  interfund 
borrowings  at  June  30,  2001  will  mature  between  2002  and 
2010. 

At  June  30,  2001,  the  Foundation  had  annuities 
payable  outstanding  of  $43,586,000.   Annuities  payable 
represent  an  actuarial  computation  of  the  present  value  of 
future  payments  to  annuitants. 


State  Universities  Retirement  System 

The  Entity  contributes  to  the  State  Universities  Retirement 
System  of  Illinois  (SURS),  a  cost-sharing  multiple-employer 
defined-benefit  pension  plan  with  a  special  funding 
situation  whereby  the  State  of  Illinois  makes  substantially  all 
actuarially  determined  required  contributions  on  behalf  of 
the  participating  employers.  SURS  was  established  July  21, 
1941,  to  provide  retirement  annuities  and  other  benefits 
for  staff  members  and  employees  of  the  State  universities, 
certain  affiliated  organizations,  and  certain  other  State 
educational  and  scientific  agencies  and  for  survivors, 
dependents,  and  other  beneficiaries  of  such  employees. 
SURS  is  considered  a  component  unit  of  the  State  of  Illinois' 
financial  reporting  entity  and  is  included  in  the  State's 
financial  reports  as  a  pension  trust  fund.  SURS  is  governed 
by  Section  5/15,  Chapter  40,  of  the  Illinois  Compiled 
Statutes.  SURS  issues  a  publicly  available  financial  report 
that  includes  financial  statements  and  required  supplemen- 
tary information.  That  report  may  be  obtained  by  writing  to 
SURS,  1901  Fox  Drive,  Champaign,  IL  61820  or  by  calling  1- 
800-275-7877. 

Eligible  employees  must  participate  upon  initial 
employment.  Employees  are  ineligible  to  participate  if  (a) 
employed  after  having  attained  age  68;  (b)  employed  less 
than  50%  of  full-time;  or  (c)  employed  less  than  full-time 
and  attending  classes  with  an  employer.  Of  those  Entity 
employees  ineligible  to  participate,  the  majority  are  stu- 
dents at  the  University. 

SURS  provides  retirement,  disability  and  death 
benefits.  Members  are  eligible  for  normal  retirement  at  any 
age  after  35  years  of  service,  at  age  60  after  8  years  of 
service  or  at  age  62  after  5  years  of  service.  There  are  also 
provisions  for  early  retirement.   Retirement  benefits  are 
based  on  certain  formulas  that  generally  are  a  function  of 
years  of  service  and  the  average  salary  based  on  the  highest 
earnings  of  any  four  consecutive  years.   Disability  benefits 
are  paid  to  disabled  members  with  two  years  of  covered 
service,  generally  at  50%  of  basic  compensation  until  the 
total  benefits  paid  equal  50%  of  the  total  earnings  in 
covered  service.  Death  benefits  are  payable  to  survivors  of 
an  active  member  with  one  and  one  half  years  of  covered 
service  or  of  a  former  member  with  ten  years  of  covered 
service.  These  benefits  are  payable  until  children  attain  the 
age  of  18,  to  a  spouse  after  age  50  and  to  a  dependent 
parent  after  age  55.  Benefits  are  equal  to  the  retirement 
contributions  and  interest,  a  lump  sum  payment  of  Si, 000, 
and  a  monthly  annuity  equal  to  a  portion  of  the  accrued 
normal  retirement  benefit  based  on  specified  formulas. 

Plan  members  are  required  to  contribute  8.0%  of  their 
annual  covered  salary  and  substantially  all  employer 
contributions  are  made  by  the  State  of  Illinois  on  behalf  of 
the  individual  employers  at  an  actuarially  determined  rate. 
The  current  rate  is  9.52%  of  annual  covered  payroll.  The 
contribution  requirements  of  plan  members  and  employers 
are  established  and  may  be  amended  by  the  Illinois  General 
Assembly.  The  University's  contributions  to  SURS  for  the 


years  ended  June  30,  2001,  2000,  and  1999  were 
Si  16,588,000,  S109,605,000  and  $103,705,000,  respec- 
tively, equal  to  the  required  contributions  for  each  year. 

Entity  employees  hired  prior  to  April  1,  1986  are 
exempt  from  contributions  required  under  the  Federal 
Insurance  Contribution  Act.  Employees  hired  after  March 
31,  1986  are  required  to  contribute  1.45%  of  their  gross 
salary  for  Medicare.  The  Entity  is  required  to  match  this 
contribution. 

Employees  may  also  elect  to  participate  in  certain  tax- 
sheltered  retirement  plans.  These  voluntary  plans  permit 
employees  to  designate  a  part  of  their  earnings  into  tax- 
sheltered  investments  and  thus  defer  federal  and  state 
income  taxes  on  their  contributions  and  the  accumulated 
earnings  under  the  plans.   Participation  and  the  level  of 
employee  contributions  are  voluntary.  The  employer  is  not 
required  to  make  contributions  to  these  plans. 

Postemployment  Benefits 

In  addition  to  providing  pension  benefits,  the  State  provides 
certain  health,  dental  and  life  insurance  benefits  to  annu- 
itants who  are  former  State  employees.  This  includes 
annuitants  of  the  Entity.  Substantially,  all  State  employees, 
including  the  employees  of  the  Entity,  may  become  eligible 
for  postemployment  benefits  if  they  eventually  become 
annuitants.  Health  and  dental  benefits  include  basic 
benefits  for  annuitants  under  the  State's  self-insurance  plan 
and  insurance  contracts  currently  in  force.  Life  insurance 
benefits  for  annuitants  under  age  60  are  equal  to  their 
annual  salary  at  the  time  of  retirement;  life  insurance 
benefits  for  annuitants  age  60  and  older  are  limited  to 
S5,000  per  annuitant. 

Currently,  the  State  does  not  segregate  payments 
made  to  annuitants  from  those  made  to  current  employees 
for  health,  dental  and  life  insurance  benefits.  The  cost  of 
health,  dental  and  life  insurance  benefits  is  recognized  on  a 
pay-as-you-go  basis.  These  costs  are  funded  by  the  State 
except  for  certain  non-appropriated  funds  funded  by  the 
University. 


Commitments  And  Contingencies 

Encumbrances 

Encumbrances  which  represent  goods  or  services  that  have 
been  ordered  for  which  delivery  has  not  been  made  or  the 
services  have  not  been  rendered  at  June  30,  2001  are  not 
recorded  in  the  accompanying  combined  financial  state- 
ments. Encumbrances  of  the  Current  Funds  were  approxi- 
mately Si  1 ,71 1 ,000  at  June  30,  2001 .    At  June  30,  2001 
the  University  had  commitments  on  various  construction 
projects  and  contracts  for  repairs  and  renovation  of  facilities 
of  approximately  S69,007,000. 
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Grants  and  Contracts 

The  University  receives  monies  from  federal  and  state 
government  agencies  under  grants  and  contracts  for 
research  and  other  activities.  The  costs,  both  direct  and 
indirect,  charged  to  these  grants  and  contracts  are  subject 
to  audit  and  disallowance  by  the  granting  agency.  The 
University  believes  that  any  disallowances  or  adjustments 
would  not  have  a  material  effect  on  the  University's  finan- 
cial position. 

The  University  also  receives  monies  under  third-party 
payor  arrangements  for  payment  of  medical  services 
rendered  at  its  hospital  and  clinics.  Some  of  these  arrange- 
ments allow  for  settlement  adjustments  based  on  costs  and 
other  factors.  The  University  believes  that  any  adjustments 
would  not  have  a  material  effect  on  the  University's  finan- 
cial position. 

Legal  Actions 

The  University  is  a  defendant  in  a  number  of  legal  actions 
primarily  related  to  medical  malpractice.  These  legal 
actions  have  been  considered  in  estimating  the  University's 
accrued  self-insurance  liability.  The  total  of  amounts 
claimed  under  these  legal  actions,  including  potential 
settlements  and  amounts  relating  to  losses  incurred  but  not 
reported,  could  exceed  the  amount  of  the  self-insurance 
liability.   In  the  opinion  of  the  University's  administrative 
officers,  the  University's  self-insurance  liability  and  limited 
excess  indemnity  insurance  coverage  from  commercial 
carriers  are  adequate  to  cover  the  ultimate  liability  of  these 
legal  actions,  in  all  material  respects. 

Adoption  of  GASB  No.  33 

During  the  year  ended  June  30,  2001,  the  Entity  changed 
its  method  of  accounting  to  comply  with  Governmental 
Accounting  Standards  Board  Statement  No.  33,  Accounting 
and  Financial  Reporting  for  Nonexchange  Transactions 
(GASB  No.  33),  which  established  accounting  and  financial 
reporting  standards  for  defined  nonexchange  transactions. 
Adoption  of  GASB  No.  33  requires  the  Entity  to  accrue 
revenues  and  receivables  for  certain  oral  and  written 
pledges,  testamentary  commitments  and  matching  gifts. 
Implementation  of  GASB  No.  33  resulted  in  beginning 
balance  adjustments  to  the  Foundation's  Current  Restricted 
Funds  for  fiscal  years  2001  and  2000. 


lousands) 


Fund  Balances  at  July  1,  2000 

Receivables  from  Nonexchange  Transactions 

Restated  Fund  Balances  at  July  1,  2000 

Fund  Balances  at  July  1 ,  1999 

Receivables  from  Nonexchange  Transactions 

Restated  Fund  Balances  at  July  1,  1999 


s 

39,696 
53,000 

s 

92,696 

$ 

43,970 
32,000 

s 

75,970 

Subsequent  Events 

On  July  26,  2001,  the  University  issued  Auxiliary  Facilities 
System  Revenue  Bonds,  Series  2001  B  and  2001 C  in  the 
amount  of  $135,630,000  and  $18,925,000,  respectively. 
Series  2001 B  and  2001 C  Bonds  were  issued  to  fund  the 
current  refunding  of  various  outstanding  issues,  to  fund 
various  additions  and  improvements  to  the  System,  to  pay 
debt  service  during  construction,  and  to  pay  all  costs 
incidental  to  the  issuance  of  the  bonds. 

On  August  30,  2001,  the  University  issued  Auxiliary 
Facilities  System  Revenue  Bonds,  Series  2001 A  in  the 
amount  of  $106,030,000  to  advance  refund  portions  of 
various  outstanding  Auxiliary  Facilities  System  issues. 

On  August  31,  2001,  the  UIHMO  paid  off  its 
$1,000,000  note  to  the  Hospital  and  dissolved  its  opera- 
tions. The  remaining  assets  of  the  UIHMO  were  transferred 
to  the  Hospital  and  the  Hospital  assumed  all  remaining 
debt  of  the  UIHMO  as  of  August  31 ,  2001 .  Assets  trans- 
ferred in  excess  of  liabilities  assumed  approximated 
$2,100,000. 

By  resolution,  the  Board  of  Trustees  approved  a  plan  to 
enter  into  the  Certificates  of  Participation  (Utility  Infrastruc- 
ture Projects)  Series  2001 A  Installment  Purchase  Contract 
with  BankOne,  National  Association,  as  Trustee,  with  a 
proposed  closing  date  of  September  19,  2001.  The  pro- 
posed Certificates  will  be  issued  in  the  amount  of 
$74,080,000  to  finance  construction  and  acquisition  of 
utility  infrastructure  improvements. 
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UNIVERSITY  RELATED  ORGANIZATIONS 


FOUNDATION 


ALUMNI 
ASSOCIATION 


COMBINED  TOTALS 

fijfTvTjB               ^kHiM 

$            9,780 

S 

6,998 

742,535 

708,600 

1,894 

1,420 

47,273 

2,549 

1,892 

1,353 

9 

14 

133 

108 

51,000 

53,000 

362 

197 

1,210 

2,066 

10,144 

2,032 

2,753 

2,606 

27,686 

24,871 

ASSETS 

Cash  and  cash  equivalents 

Investments 

Accrued  investment  income 

Accounts  receivable  (net) 

Notes  receivable  (net) 

Inventories  and  deferred  charges 

Prepaid  expense 

Pledges  receivable 

Due  from  related  organizations 

Investment  in  plant  - 

Land 

Buildings 

Equipment 
Real  estate  and  farm  properties 
Other  assets 

TOTAL  ASSETS 


5,575 

730,168 

1,894 

46,709 

1,892 

10 

51,000 

276 

1,210 
10,144 

1,338 
27,686 
12,116 

S  890,018 


S     729 
12,367 

380 

9 
30 

86 


157 

55 
S   13,813 


$    3,238 


$       238 


183 


41 


45 

313 
3,638 


52 


1,213 


$  1,686 


S  820,115 


LIABILITIES 

Accounts  payable 

Accrued  payroll 

Accrued  compensated  absences 

Deferred  revenue  and  student  deposits 

Leaseholds  payable  and  other  obligations 

Notes  payable 

Due  to  related  organizations 

Assets  held  for  others 


$ 

87,925 

640 

48,935 

11,296 

10 
82 

TOTAL  LIABILITIES     148,888 

FUND  BALANCES 

Current  funds-unrestricted 
Current  funds-restricted 
Endowment-restricted 
Quasi-endowment 
Term  endowment 
Annuity 
Life  income 
Plant  funds 

TOTAL  FUND  BALANCES  (DEFICIT)-RESTATED 

TOTAL  LIABILITIES  &  FUND  BALANCES  (DEFICIT)      $    890,01 8 


$  395 

143 


51 


103 


692 


2,309 

12,375 

85,453 

589 

447,836 

143,671 

1,853 

35,051 

21,842 

3,115 

157 

741,130 

13,121 

890,018 

S       13,813 

410 
10 

249 


$  199 


1,000 


1,669 


1,969 


1,969 
3,638 


3,760 


3,959 


(3,486) 


1,213 
(2,273) 


88,929 

$         4,698 

153 

134 

640 

596 

300 

943 

48,935 
11,296 

43,295 
3,801 

4,873 

2,686 

82 

2 

155,208 

56,155 

13,167 

14,775 

86,042 

93,302 

447,836 

433,458 

143,671 
1,853 

144,699 
1,930 

35,051 

45,296 

21,842 

26,401 

4,485 
753,947 


4,099 
763,960 


1,686 


S       909,155 


S    820,115 


NOTE:  The  UIHIvlO  financial  information  is  as  of  and  for  year  ended  December  31,  2000. 
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UNIVERSITY  RELATED  ORGANIZATIONS 

FOUNDATION 

ALUMNI 
ASSOCIATION 

UIHMO 

WWT 

COMBINED  TOTALS 

2001 

2000 

REVENUES  AND  OTHER  ADDITIONS 

Unrestricted  current  funds  revenues 

1  S          7,445 

S        2,370 

$        9,098 

$       1,009 

S       19,922 

$       26,502 

Restricted  gifts,  grants  and  contracts-Private 

113,024 

113,024 

121,531 

Investment  income-restricted 

13,341 

8 

13,349 

9,818 

Net  increase  (decrease)  in  fair  value  of  investments 

(27,434) 

(36) 

(27,470) 

29,209 

Other 

2,510 

158 

452 

3,120 

2,652 

TOTAL  REVENUES  AND  OTHER  ADDITIONS 

108,886 

2,500 

9,098 

1,461 

121,945 

189,712 

EXPENDITURES  AND  OTHER  DEDUCTIONS 

Educational  and  general  expenditures 

9,012 

5,602 

8,794 

2,909 

26,317 

31,337 

Interest  on  indebtedness 

547 

547 

218 

Other 

8,174 

8,174 

4,240 

TOTAL  EXPENDITURES  AND  OTHER  DEDUCTIONS 

17,733 

5,602 

8,794 

2,909 

35,038 

35,795 

TRANSFERS-ADDITIONS  (DEDUCTIONS) 

University  related  organizations 

(99,260) 

2,340 

(96,920) 

(73,647) 

NET  TRANSFERS 

(99,260) 

2,340 

(96,920) 

(73,647) 

CHANCE  IN  FUND  BALANCES  (DEFICIT) 

(8,107) 

(762) 

304 

(1.448) 

(10,013) 

80,270 

FUND  BALANCES  (DEFICIT)  AT 
BEGINNING  OF  YEAR-RESTATED 

749,237 

13,883 

1,665 

(825) 

763,960 

683,690 

FUND  BALANCES  (DEFICIT)  AT 
END  OF  YEAR-RESTATED 

S    741,130 

S     13,121 

S        1,969 

S    (2.273) 

$    753,947 

S    763,960 

NOTE:  The  UIHMO  financial  information  is  as  of  and  for  year  ended  December  31,  2000. 
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UNIVERSITY  RELATED  ORGANIZATIONS 

FOUNDATION 

ALUMNI 
ASSOCIATION 

UIHMO 

WWT 

COMBINED  TOTALS 

2001 

2000 

REVENUES 

Educational  and  general  - 

Private  gifts,  grants  and  contracts 

S      77,480 

$ 

$ 

S 

$     77,480 

$     79,879 

Endowment  and  other  investment  income 

14,293 

317 

16 

14,626 

11,306 

Net  decrease  (increase)  in  fair  value  of  investments 

1,140 

(494) 

646 

91 

Other  sources 

8,215 

2,677 

9,098 

994 

20,984 

26,114 

TOTAL  EDUCATIONAL  AND  GENERAL  REVENUES 

101,128 

2,500 

9,098 

1,010 

113,736 

117,390 

TOTAL  REVENUES 

101,128 

2,500 

9,098 

1,010 

113,736 

117,390 

EXPENDITURES  AND  MANDATORY  TRANSFERS 


OTHER  TRANSFERS  AND  ADDITIONS  (DEDUCTIONS) 

Inter-fund  transfers  - 

Endowment  and  similar  funds 

Annuity  and  life  income 

Plant  funds  (310) 

University  related  organizations  (99,176) 

NET  OTHER  TRANSFERS  AND  ADDITIONS  (DEDUCTIONS)  (98,731) 


(962) 
1,717 


2,340 
2,340 


(962) 

1,717 

(310) 

(96,836) 

(96,391) 


Educational  and  general-Institutional  support 

9,012 

5,497 

8,794 

2,909 

26,212 

31,337 

TOTAL  EDUCATIONAL  AND  GENERAL  EXPENDITURES 

9,012 

5,497 

8,794 

2,909 

26,212 

31,337 

MANDATORY  TRANSFERS  FOR  - 

Retirement  of  indebtedness 

2 

TOTAL  EDUCATIONAL  AND  GENERAL 

9,012 

5,497 

8,794 

2,909 

26,212 

31,339 

TOTAL  EXPENDITURES  AND  MANDATORY  TRANSFERS 

9,012 

5,497 

8,794 

2,909 

26,212 

31,339 

3,251 

146 

(310) 

(73,647) 

(70,560) 
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CHANGES  IN  FUND  BALANCES  (DEFtCIT)-RESTATED 


S     (6,615) 


(657) 


304 


$     (1,899) 


S   (8,867) 


S    15,491 


NOTE:  The  UIHMO  financial  information  is  as  of  and  for  year  ended  December  31,  2000. 
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